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=| HE beginning of good: organiza- 
tion lies in the division of work, 
the definition of duties, and the 
control of stores. 
tory working chart of organiza- 
tion can be made without an 
Lig intensive study that affords a 
unin b-z- Yad} basis for the definition of duties 
and the formulation of working procedures. 

Accountants and other organizers are espe- 
cially concerned with the duties of the Controller 


(sometimes known as the y 


7 


may perform other impor- 


South Norwalk, Connecticut, 


a eres 


Comptroller), who is usually LE A D ING 


the representative of the 
board of directors in the con- 
trol cf expenditures, and who 


tant organization duties. 
The duties vary according 
to the needs of the particu- 
lar organization, although, 
after allowing for such varia- 
tions, there is a considerable 
difference in opinion as to 
the duties that should prop- 
erly be performed by the 
controller. 

Some time ago Irving R. 
Wilmot, a Pace Student, of 


who is performing in a large 
Organization the duties that 
ordinarily fall to the controller, asked The Pace 
Student to assist him-in securing the views 
of representative controllers as to the duties that 
should be performed by the controller in a mod- 
ern manufacturing organization. In accordance 


with this request, opinions were secured from 


Hafold ‘B. Atkins, M.E., C.P.A., Richard Fitz- 
Gerald, C.P.A., Albert F. Young, C.P.A., and 
H. C. Williams, all of whom were filling, with 


_large manufacturing corporations, positions that 
call for the exercise of the functions of a con- 


= 


FRE 


SES 


troller. The views of these gentlemen, all of 
whom graduated in Accountancy in the Pace 
Courses several years ago, will be of interest to 
our readers. 


New York, 
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Mr. Wilmot states his own views in the follow- 
ing manner: 

“The question of the scope of the duties and 
authority of controllers depends largely on the 
size and kind of business. The controller's duties 
are usually found in the by-laws of a corpora- 
tion, but in the absence of any particular by-laws 
relating to this office, they usually are the fol- 
lowing: 

“The controller is the accountant of the cor- 
poration; he installs the system of accounts and 
sees that it is harmoniously 
operated. His duties are dis- 
tinct from those of the au- 
ditor, and he is responsible 
to no one but the board of 
directors. He handles no 
money, but ascertains that 
the treasurer is fulfilling his 
duties; passes no credits, 
but checks up the results of 
the credit department. In 
other words, he is the watch- 
dog of the corporation. He 
analyzes the results and re- 
ports to the board of direct- 
ors. The particular and dis- 
tinguishing. feature of the 
controller is his lack of re- 
sponsibility to any one but 
the board of directors. As I 
have above stated, however, 
his duties may be specifically explained by the by- 
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laws, and thus we see controllers fulfilling the - 


duties of treasurer, auditor, etc.” 

Mr. Atkins, in his letter, divides organization 
activities into three departments, and makes a 
distinction between the duties of the controller 
and the treasurer, as follows: 

“I think that every business divides, normally, 
into three main departments, which I call ‘pro- 
duction,’ ‘distribution,’ and ‘administration.’ in 
my opinion, the position of the controller in the 
organization is at the head of the administration 
department. The three department heads prop- 
erly report to the chief executive. They may or 
may not be corporation officers. 


Duties 
of the 
Con- 

troller 


ally as it is possible to have them 
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Duties “According to my present view, 
of the the corporation officers are purely 
Controller that and nothing else. The presi- 


(Continued) dent may be the executive head of engaged in railroad work, has con- 


the company, but, on the other hand, he may not 
be at all active in any way, and consequently the 
executive headship may be put upon a vice-presi- 
dent or upon some other corporation officer; but 
I think it would be very unusual for this posi- 
tion to be held by any one who was not also an 
officer of the corporation. The title which, in 
my opinion, properly belongs to the executive 
head, as such, is ‘general manager.” 

“I think it is unnecessary to go into a defini- 
tion of the duties of the controller. The names 
of the two other departments—that is to say, 
‘production’ and ‘distribution’—so clearly define 
the departments that I think it can safely be said 
that all other matters fall into the department of 
‘administraion,’ under the controller. 

“I suppose that the next question which may 
be asked me is, ‘What is the position of the trea- 
surer?’ and, anticipating such a question, I would 
say that the treasurer, as such, is purely a cor- 
poration officer charged with the custody of the 
company’s personal property—chiefly cash. I 
think that usually the definition is more limited, 
charging.him only with the custody of cash and 
securities; but I prefer the broader and more 
general definition.” ; 

Mr. FitzGerald’s comment, which is based on 
his experierrce as a controller, and on many 
years’ experience in the practice of Accountancy, 
is as follows: 

“The controller of a commercial manufacturing 
organization is a staff officer; he is in direct 
charge of the accounting department—-statistical 
and cost accounting. He sees that all purchases, 
sales, and executive contracts are fulfilled; in 
other words, he takes the responsibility for all 
contracts, although he may have nothing what- 
ever to do with entering into them; sees that all 
material and supplies are purchased as reason- 
ably as possible, and that all sales are made at a 
profit, and if not, it is his duty to seck an expla- 
nation from the responsible person as to the rea- 
son for this. 

“It is the controller’s duty to decide all ques- 
tions that are brought up throughout the organ- 
ization; for instance, if any one in the company 
does not know a certain thing which he is sup- 
posed to know, he asks the controller, and it is 
the controller’s duty to make a decision in the 
matter. 

“The controller watches the entire activities of 
the organization, and the work of employees, to 
see that all of the activities of the organiza- 
tion are carried on as efficiently and economic- 


tented himself with furnishing a statement of the 
duties prescribed for the controller of the Penn- 
sylvania Railroad Company, which follows: 

“The controller of the Pennsylvania Railroad 
has, under the direction of the president, super- 
vision of ail the accounts and statistics of the 
company of all lines owned or controlled in the 
Pennsylvania system east of Pittsburgh. The 
lines west have their own separate accounting 
department organization. The controller, in ad- 
dition to having the direction of the manner and 
method wherein all accounts shall be kept, and 
the power to see that the system of accounts 
adopted by the company ‘is enforced and main- 
tained, has the authority to require any specific 
information from officers in charge of other de- 
partments, in such form as he may deem best for 
the interests of the company. He is required to 
furnish to the executive officers, and through 
them to the board of directors, ‘such statements 
of accounts and statistics relating to the business 
transactions and affairs of the company as will 
enable them to be properly informed thereof.’ 
The controller is also required to prepare a state- 
ment of all securities belonging to the company, 
and to make a complete examination of all the 
securities in charge of the treasurer or trustees 
of the various funds at least once a year. He has 
the power to make such an examination when- 
ever he may deem it best. 

“The general books of the company are kept 
in the controller’s office, and the controller veri- 
fies and certifies to the correctness of the trea- 
surer’s reports of daily receipts and disburse- 
ments. Vouchers which are paid by the treasury 
department are kept on file in the controller’s 
department. At least once in every three months, 
the controller makes an inventory of cash on 
hand and on deposit. 

“The controller approves for payment all pay- 
rolls and vouchers, when these pay-rolls and 
vouchers have been approved by the officer or 
officers who are authorized to make such expendi- 
tures. In other words, the controller certifies to 
two things: first, that the pay-rolls and vouchers 
have been approved by a duly authorized officer ; 
and, secondly, that the accounts are correct. 


Under the same provision, the controller ap- 


proves loss and damage claims, settlement for 
overcharge orders, and relief-fund orders. The 
controller is authorized to approve for settlement 
all amounts due by, or to, other companies or 
individuals on account of traffic and equipment 
service, when properly certified. 
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Biographical Snap Shots 


Young Accountants Who Have Made Good 


=< VENTY years ago a “hand” in a shoe 
K ~) factory at three dollars a week, to-day 
=@1| auditor of disbursements of the Bar- 
“Aial| rett Company, the nation-wide con- 
ee4| cern dealing in coal-tar products that 
~ last year did a gross business of nearly 
$60,000,000—this is what has come to pass for 
Thomas E. Casey, a Pace graduate of a few years 
ago. When Mr. Casey’s business success comes up 
for discussion—as it frequently does when the spirit 
of reminiscence grows strong—it is easy to yield 
to the temptation to moralize upon what an ambi- 
tious young man can do for himself. Sometimes, 
though, unadorned facts are the best kind of moral- 
izing—they tell a clearer tale and point a more in- 
spiring moral than when embellished with verbal 
finery. This is true of Mr. Casey’s business career. 

“Tom” Casey was born in Brooklyn, in 1883. 
After a public-school education, he had to leave 
school and go to work, money being anything but 
plentiful in the Casey family. His first job was in 
a shoe factory, where he worked early and late for 
three dollars a week. Then, at the age of fourteen, 
he entered a hardware store in Morristown, N. J., 
as clerk. His “salary” here was also three dollars 
a week, and his hours were from half-past six in the 
morning till nine in the evening, except on Satur- 
days, when he quit at eleven at night. 

A year later young Casey went to work for the 
New York Telephone Company at Bernardsville, 
N. J., as night operator. Here, too, his salary may 
be best described as a pittance. Then, attracted 
by a seven-dollar-a-week offer, he went back to his 
job in the hardware store. 

Shortly afterward he reentered the employ of the 
New York Telephone Company, this time as assis- 
tant stock clerk. 4 

From that time on—this was in 1901—-Mr. Casey 
was connected with the Telephone Company at 
Elizabeth, N. J., for nine years, steadily advancing 
through all grades of clerical positions of the plant 
department until he became the chief clerk of that 
department. 

In 1910, Mr. Casey shifted over to the Western 
Union Telegraph Company, at 195 Broadway, New 
York. His first position was that of,estimate clerk. 
His ability and experience, however, soon secured 
him advancement to the position of chief clerk of 
the plant department. 

In the meantime, Mr. Casey had been diligently 
mastering the Pace Course in Accountancy and 
Business Administration. He finished it in 1914, 
and was therefore ready to take advantage of a 
new business opportunity, this time with the 
Barrett Company. After two years with this 
organization, as assistant to the assistant treasurer, 
he was appointed auditor of disbursements, the 
highly responsible position that he now holds. 

Noteworthy as Mr. Casey’s business progress has 
been, it is not illogical to prophesy that still more 
important duties lie ‘ahead for him. He is still a 
young man—only thirty-five. He has demonstrated 


his fitness to handle big executive duties. The 
Barrett Company, with its forty-two branches in 
this country and Canada, is growing, big as it is 
even now, by leaps and bounds, and Mr. Casey’s 
developing ability will be needed and rewarded. 
Whatever advancement comes to him he will de- 
serve, for he has taken stock of himself, set his 
goals, and proceeded to attain them by dint of 
steady, persistent, well-directed work and study. 


foe WHE story of how young men win suc- 
cess is always interesting. Dayton E. 
Smith is one of the many Pace young- 

id) sters who, when mere boys, have had 
Zefa) Sense enough to realize that the only 

—=—way to compel business recognition is 
through self-development. Mr. Smith is still well 
under thirty, but he has “arrived,” as this brief 
sketch shows. 

Eleven years ago, “Date” Smith, then a raw 
Vermont boy, decided that New York was the place 
for him. Accordingly. against the protests of 
timorous relatives, he packed his suit-case and set 
out for the “Great Unknown.” Having had a partial 
high-school training and six months at a business 
school, he had little trouble in landing a clerical 
job with the New York, Susquehanna & Western 
Railroad, at Jersey City, at a stipend that was 
barely enough for him to live.on. 

Then he entered the employ of the Adams 
Express Company as stenographer at a slight 
monthly increase. Here he stayed for nearly eight 
years, rising finally to the position of secretary to 
the general auditor. 

In the meantime he had enrolled in the Pace 
Accountancy Course, and had begun to visualize 
the almost limitless opportunities that lie open in 
Accountancy and in Business for properly trained 
men. And so, upon the completion of his course, 
in which he made a spiendid record as a student, 
he decided to enter the professional practice of 
Accountancy. His first engagement was on the 
staff of Charles Neville & Company, certified public 
accountants, Savannah, Georgia. After a year with 
this firm, he returned to New York and became a 
senior accountant on the staff of F. H. Hurdman, 
C.P.A., which position he resigned a short time ago 
in order to become assistant treasurer of Ralph L. 
Fuller & Company. For some time he has been a 
successful member of the Pace Staff of Accountancy 
instructors. 

These are the bare facts in Mr. Smith’s business 
career, but, unadorned as they are, they prove in 
a concrete way the financial value of a course of 
training which accurately interprets modern Busi- 
ness, and which gives practical preparation for its 
higher duties and responsibilities. 

Of course, personality plavs a part in winning 
success—we must not forget that. And Mr. Smith 
has the kind of personality that is an asset. To 
know him means to like him—you like the genial 
twinkle in his eye, and his mouth that can’t help 
smiling. Success to you, Dayton! 


Law 
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ment 
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Opinion 
and 
Fact 


» HE habit of discrim- 
4 inating between an 
|) opinion and a fact 
4; is one of the by- 
Fi. products of legal study. By dis- 
‘. criminating, I do not mean only 
z,| distinguishing. It may be easy, 
in some instances, to distinguish 
between fact and opinion in statements, yet, 
through carelessness or inadvertence, opinions 
may be given the same weight as facts. 

There are, of course, some instances wherein 
it is difficult to distinguish between an opinion 
and a fact. These instances interest mostly the 
lawyer and the judge. Constantly, throughout 
litigation, there is the necessity of making the 
distinction. In daily business, however, most 
statements can be divided as between statements 
of fact and statements of opinion. It is im- 
portant that the accountant, and likewise the 
business executive, use judgment as between 
opinions and facts. 

Law study develops this habit, because 
throughout many of the subjects of the law im- 
portant consequences depend upon whether a 
statement is one of fact or of opinion. As an 
example, I might take one of the essentials of 
fraud in contracts. This essential is, that there 
must be “a false representation, or misrepresen- 
tation, of a material fact, etc.” From this essen- 
tial it is apparent that the representation must be 
as to a fact, and not be an ordinary opinion. 

Still another phase of contracts in which the 
distinction is brought out is that of warranty. A 
warranty that goods are of a certain quality either 
may be in express words, or may be implied by 
other words used-in connection with the sale. 
If the representation made in connection with 
the sale is a statement of fact, then it may con- 
stitute an implied warranty. But should the 
statement be merely an expression of opinion, it 
will not constitute a warranty. Thus it is, that 
determining whether a statement is, or is not, 
one of fact may have an important bearing upon 
the rights of a party in connection with a sale or 
other contract. 

There are numerous other instances in which 
the importance of this distinction is emphasized 
in the study of business law. Proposition after 
proposition is given the student calling for the 
making of the distinction, and for the conse- 
quences which result from the distinction. After 
such training, it is unlikely that he will fall into 
the error, all too common, of giving the same 
weight to an ordinary opinion that is given to a 
fact. 

It is not surprising that a lawyer, who was a 
business executive, should have advised certain 
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of the department heads of a business 
to base their action upon facts so 
far as possible. The discussion was 
whether or not a certain form of 
advertising was more effective than another form. 
The lawyer pointed out that it was possible to 
experiment on a small scale, and get actual re- 
sults as a basis for action. In other words, the 
instructions were, whenever possible, to get the 
facts and act accordingly. 

There is a vast difference between running a 
business on the basis of conjecture and approxi- 
mation, and running a business on the basis of 
facts disclosed by adequate accounting records. 
An opinion, particularly if not of an expert na- 
ture, may often vary considerably from the facts. 
So it is that the development of this habit, for use 
in business, may be regarded as one of the valu- 
able assets to be acquired from a study of the law. 


NE frequent provision in construction con- 
tracts is, that the party doing the work 
shall pay a certain sum for each day the work is 
not completed, after a set date. The purpose of 
this provision is to discourage delay in complet- 
ing the work. 

It does not follow that courts will hold the 
contractor to this clause in the contract, even 
though the contractor is responsible for the delay. 
If the amount named is so large as not reasonably 
to cover the damage to the other party by the 
delay, the courts will construe it as a penalty. 
In other words, the sum named in the contract 
becomes a sum out of which the reasonable dam- 
ages are payable. If the sum named is reason- 
able, then it is deemed to be liquidated damages, 
and the sum must be paid. 

A recent case illustrative of the points which 
may be raised in connection with these clauses is 
Trauts Realty Company versus Casualty Com- 
pany of America, 166 N. Y., Supp. 807. In this 
case, the defendant was the surety for a wrecking 
concern on a contract, in which the wrecking con- 
cern agreed to tear down certain buildings in 
Park Avenue, Brooklyn. As to one of these 
buildings—819 Park Avenue—the agreement was 
that the wrecking would commence on October 
9th, and be completed within thirty days after 
that date. Under another clause in the agree- 
ment, an architect was named to certify any ex- 
tensions of this time, if found justifiable, after 
request by the contractor. The tenants of the 
building did not vacate until October 16th—seven 
days after the wrecking was to have commenced. 
After the tenants had vacated, the wrecking was 
done, and was not completed until thirty 
days after October 16th—seven days late. 
Suit was instituted on the contract for the 
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amount prescribed for each day’s 
delay. 

At the trial the defendant argued 
that the delay was due to the fault 
of the plaintiff. Seemingly, it was admitted that 
the plaintiff was at fault in not having the prem- 
ises vacated in time. There is no question but 
that if the delay is due to the neglect of, or is 
chargeable against, the person having the work 
done, the contractor is relieved to that extent. 
But in this case, the contract provided that an 
architect could grant extensions, if requested. 
The wrecking company made no request for an 
extension. Accordingly, the court held that the 
wrecking company must pay the amount pro- 
vided. 

This case is illustrative of the care that a party 
must exercise to conform to the provisions of a 
contract. There is little doubt but that the 
wrecking company could have escaped all liabil- 
ity by requesting an extension. Failure to do so 
was carelessness on their part. But it is signifi- 
cant of the carelessness with which business men, 
unacquainted with law, sometimes treat the 
terms cf a written contract. 


CCOUNTANTS and business executives are 
now discussing some of the features of in- 
come taxation, as respects corporate dividends. 
For this reason I shall, in this article, review two 
of the recent decisions, and in a subsequent arti- 
cle, shall take up some features of the later legis- 
lation respecting this subject. 

The two cases that I shall review are Towne 
versus Hiser, 242 Fed. 702, and Lewellyn versus 
Gulf Oil Corporation, 245 Fed. 1. The first 
named of these cases is on the subject of stock 
dividends; and the second on the question of 
dividends received by a holding company from 
its subsidiaries. 

The case of Towne versus Eiser cannot be said 
to throw much light on the present law concern- 
ing stock dividends. It was litigated under the 
income-tax law of 1913, which did not mention 
stock dividends. The collector levied a tax upon 
certain stock dividends received, which repre- 
sented a distribution of earnings which had ac- 
crued prior to January 1, 1913. This tax was 
levied upon the amount of these dividends, be- 
cause they were received during the year 1913, 
and because the collector held them to be income 
for the year 1913. The court pointed out that the 
profits from which these dividends were declared 
had accrued prior to January 1, 1913, and were 
not income for the year 1913. In the decision, it 
was stated that a stock dividend does not make 
the stockholder any richer, from the standpoint 
of the book value of his stock holdings. The 
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decision is not of great importance, 
except that it emphasizes the atti- 
tude of courts toward stock divi- 
dends, which is that the year in 
which the profits are accumulated, from which 
the dividends are declared, is important in deter- 
mining their status for income taxation. 

In many respects the second case, that concern- 
ing the holding company, is the more interesting. 
The Gulf Oil Corporation is the holding company 
of several subsidiaries, who declared dividends 
during 1913, Since the stock of these subsidia- 
ries was held by the holding company, these divi- 
dends were received by that company. 

The amount of the dividends was $11,424,440. 
The dividends were not paid in cash. An ac- 
count receivable was set up in the holding com- 
pany’s books, as to each subsidiary, for the 
amount of the dividend declared by each. The 
purpose of the dividend was to facilitate the 
adjustment of the accounting records, as between 
the several companies, there having been consid- 
erable intercompany indebtedness carried on the 
books. 

The entire amount of the dividend, moreover, 
had accumulated prior to January 1, 1913. The 
corporation. argued that, for this reason, the divi- 
dend was declared from profits upon which no 
income tax had been levied. 

The court decided against the contentions of 
the company, and held the company liable for the 
income tax. The decision was based upon the 
corporate entity of the holding company. In 
other words, the court regarded the holding com- 
pany as a distinctive company from its subsidia- 
ties. As to this distinctive company—that is, the 
holding company — dividends aggregating the 
amount stated had been received during the year 
1913, and, in the opinion of the court, represented 
income of that company for the year 1913. 

In support of its position, the corporation cited 
the case of Lynch versus Turrish, 236 Fed. 653. 
In this case, there had been certain property 
which was bought for $1,500,000. On March 1, 
1913, the value of this property was $3,000,000. 
During 1914, the property was sold for $3,000,000, 
and the proceeds were distributed among the 
stockholders of the corporation. Turrish was a 
stockholder, and was taxed on the dividend. The 
court held that no part of this distribution con- 
stituted income. The decision stated that the 
property was worth as much at the time of dis- 
tribution as it was before an income tax had been 
levied. Hence, there had been no increase in 
value. As the court put it, all that happened 
was “a change of form without an increase in 
value.” 

Although the two cases seemed similar, yet the 
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EFERRING to the 
proposition in The 
Pace Student, of 
| December, involv- 
| ing construction of a Consoli- 
|| dated Balance Sheet, I should 
| like you to answer the following 
—~) question: 

What ena have been the entries had the D 
Co. purchased the stock of A and C, held by the 
B Co., upon the same terms as it acquired the 
other stock of these companies, assuming that 
the D Co. was authorized to issue the additional 
preferred and the additional common stock neces- 
sary? 

Under the terms of the proposition, there was 
offered one share of D preferred stock and one- 
half share of D common stock for each share of 
A stock. For each share of C stock, there was 
offered one share of D preferred and three-fourths 
share of D common. Company B owned stock 
of A at par—$100,000, and stock of C at par— 
$20,000. Under these circumstances, the entries 
in the D Co.’s books would have been: 


A CO. CAPITAL STOCK......... 
To PREFERRED STOCK...... 


$150,000 
$100,000 


“ COMMON STOCK......... 50,000 
For acquisition of stock of A Co. held 
by B Co. 
C. CO: CAPITAL |STOCK vail. o35.. 35,000 
To PREFERRED STOCK...... 20,000 
“ COMMON STOCK......... 15,000 


For acquisition of stock of C Co. held 
by B Co. 


In the books of B Co., the transaction would 
be recorded as follows: 


D CO. PREFERRED STOCK..... $120,000 
D CO. COMMON STOCK........ 65,000 


To A CO. CAPITAL STOCK.. $100,000 
“-¢C CO. CAPITAL STOCK.. 20,000 
STREP LU Sree eG ee 65,000 

For stock of A Co. and C Co. sold to 
the D Co. 


This would necessitate an adjustment of Sur- 
plus as stated on the B Co.’s Balance Sheet. After 
this adjustment had been made, the proposition 
would be answered along the lines given in the 
solution. It might be of interest for some of our 
readers to work out the solution, after this change 
had been made. 


N a preceding number of The Pace Student 
you answer a question on the handling of 
accounts in the case of real-estate subdivision. In 
this case, you stated that the gain or loss is ascer- 
tained as to each lot sold. Kindly inform me as 
to what the income-tax rules are respecting the 
profit or loss on these transactions. 
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cisions 2077 and 2137, the measure 
of gain or loss, as to each lot sold, 
must be ascertained and included in 
the income-tax return. These decisions expressly 
state that the capital invested in the entire lot 
shall not be extinguished before any taxable in- 
come shall be returned. 


ERTAIN preferred stock is sold immediately 
upon issue. Six months later, additional 
preferred stock of this authorized issue is sold. 
At the end of one year from the date the first 
stock was sold, a dividend is declared of seven 
per cent. Is all of the stock on an equal footing 
as respects this dividend? 

According to the weight of opinion, the second 
lot of stock sold is only entitled to that portion 
of the dividend declared which the time it is held 
bears to the entire year. Only the stock issued at 
the beginning of the year would be entitled to the 
full seven per cent. 


INDLY advise me whether the cost of liti- 

gating an infringement suit may properly 

be charged to the account “Patents,” and capital- 
ized. 

Costs of this nature should be charged against 
profits, and should not be capitalized. If exceed- 
ingly heavy in any one year, they may be carried 
as a “deferred charge” to be written off profits 
for a number of years. This is not the same as 
costs of defending a title to property. Often, 
these costs are capitalized as part of the costs of 
acquiring and retaining ownership in the prop- 
erty; but in an infringement suit, it is the ques- 
tion of maintaining the value of the monopoly 


right which the patent accords. Hence, the treat- | 


ment should be the same as that of maintaining 
any other property—namely, a charge against 
profits. 


| Otis esata tad large amounts are paid by a 
concern for work in connection with esti- 
mates. After making estimates, the business 
may, or may not, be procured. At the end of the 
accounting period, there are a large number of 
these charges on the books, concerning which it 
is impossible to state whether or not the busi- 
ness will be procured. How would they be 
treated in closing the accounts? 

From the wording of your question, it is as- 
sumed that the cost of estimating on the various 
prospective contracts may vary; that in connec- 
tion with each job secured, the cost of the esti- 
mates as to that job are included as part of its 
costs; and that charging the entire amount of 
estimates against the profits of the period in 
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which the estimates are submitted 
would resitit in distortion.of profits 
as between the different periods. 
Under these circumstances, it is de- 
sirable to raise a reserve, the amount of which 
would cover estimate of expenditure for estimates 
on work which would not be procured. A charge 
against profits would be made of this amount, 
and a credit to the reserve account. The total 
amount of the accounts debited for amounts ex- 
pended on these estimates would be continued in 
the books for use in case the jobs were procured. 
If these were carried in one account, then that 
account would be credited, and the job account 
charged at the time the contract was awarded. 
In the Balance Sheet the total of the charges 
would be stated on the asset side, there would 
be a deduction of the amount of the reserve, and 
the balance would be carried out. 


Pace 


S the following sentence correct—“I gave the 

tickets to whomever called”? 

The sentence is wrong. It should read, “I gave 
the tickets to whoever called.” “Whoever” is in 
the nominative case, used as the subject of 
“called.” The clause “whoever called” is used as 
the object of the preposition “to,” but this has 
no effect on the case of “whoever.” The prin- 
ciple involved is this: A relative pronoun takes 
its case from the clause in which it stands. 


INDLY advise me as to the meaning of the 
term “accumulation” when used in connec- 
tion with bond transactions. 

Accumulation is the reverse of “amortization.” 
Amortization, as applied to bond issues, means 
the writing-down of a premium on bonds, in 
periodic amounts, over the period between the 
date of acquisition and the date of maturity. Ac- 
cumulation means the gradual writing-up of 
bonds purchased or otherwise acquired at a dis- 
count, in periodic amounts, so that there is added 
to the book value, between the date of acquisi- 
tion and the date of maturity, the amounts which 
will bring the bonds to their matured value. As 
the Bond Account is debited with these amounts, 
a credit is made to the Profit and Loss Account. 


N page 196 of the November issue of The 
Pace Student, reference is made to a book 
entitled “The Law of Unincorporated Associa- 
tions and Similar Relations,’ by Mr. S. R. 
Wrightington, of the Boston Bar. We would ap- 
preciate learning the names of the publishers, so 
that we may order a copy of the book. We might 
state that our book agents, The Investment 
Weekly, are unable to locate the book. 
This book is published by Little, Brown & Co., 


eg 
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Boston, Mass. The price is five dol- 
lars. We understand that it is zar- 
ried in stock by the Lawyers’ Co- 
operative Publishing Company, 55 
Liberty Street, New York. 


N a wholesale trading establishment, there 

are relatively large labor costs by reason of 
the handling of the goods in the yard. In what 
section of the Profit and Loss Account should 
this item appear? 

These costs are properly included in the trad- 
ing section. They are analogous to the labor 
costs of manufacturing. They are a part of the 
costs of placing the goods to be sold available for 
sale purposes. 


EVERAL months after its date a check is 
presented at the bank. Can the bank refuse 
to cash this check? 

A check is presumed to be payable on demand. 
Checks that are presented at banks long after 
their dates are called stale checks. It is within 
the rights of a bank to refuse to cash stale checks. 


The depositor is not relieved from liability for 


the debt covered by the check. 


S the word “don’t” correct? 

The word “don’t” is correct, if correctly used. 
It may be used with the pronouns J, you, we, 
and they, but never with he, she, or it. “Don’t” 
is a contraction of do and not, and may, of 
course, be used where “do not” would be correct. 
It should never be used as a synonym for 
“doesn’t” or “does not.” 


HICH is preferable—“I 
send you full information,” or, “I will be 
glad to send you full information’? 

“I shall be glad to send you full information” 
is preferable. “Shall” is the proper auxiliary to 
use with the first personal pronoun “I,” when you 
wish to express futurity. “Will” is the proper 
form, when you wish to express determination 
or volition. It is evident that you are not making 
up your mind to be glad. This would not be very 
complimentary to the person to whom you might 
be writing. You simply mean that you will, of 
course, be glad to send the information. 


S the semicolon properly used following the 

salutation of a letter; as, ““Gentlemen;’ ? 

The semicolon should never be used as a sub- 
stitute for the colon. A colon should be used 
preceding an enumeration, or following the salu- 
tation in a letter. The semicolon, on the other 
hand, is used where you wish to indicate a very 
definite break in a sentence, and is more like the 
period or the comma than like the colon. 
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secret of carrying heavy respon- 
sibilities is to relieve the mind, 
by prompt action, of the mental 
worry that comes from postponement. For exam- 
ple, if a child prepares its lessons for Monday on 
Friday evening, the worry and strain of carrying 
on its mind the uncompleted work is avoided. In 
the same manner, an important matter that is 
pushed back to be handled hours or days after- 
ward operates as a burden on the mind of the 
executive, until the matter is finally settled. 
The habit of prompt decision and action, there- 
fore, relieves the mind of a heavy load, and 
releases capacity ior car- 
rying. the matters which, 
in their nature, cannot be 
settled immediately. Prac- 
tice can be had in this re- 
spect on the personal affairs 
of an individual, no matter 
how humble his position 
may be. When the thought 
comes to hang the picture, 
to visit the museum, or to 
call up the friend, decide the 
matter one way or the other 
—do not assume the load of 
an unfinished piece of busi- 
ness. Your ability to carry 
a heavy mental load will in- 
crease as does your ability to 
make prompt decisions. The 
habit of prompt decision 
once formed in _ personal 
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encumbered by the detail which he himself cre- 
ates. The strain is already beginning to tell on 
him. His hair is rapidly graying about the tem- 
ples; there are lines of worry and care on his 
face; and he is nervous in speech and gesture. 

Young Mr. B is seldom at his office for longer 
than seven hours a day. His desk—a flat-top— 
has on it only a desk blotter, an ink-well, a few 
pens and pencils, and two shallow boxes, one 
marked “incoming” and one marked “outgoing.” 
It is always easy to arrange, through his secre- 
tary, for an appointment, if the latter can’t take 
care of you himself. When you walk in, you may 
see Mr. B looking out of the 
window. Apparently he has 
little or nothing of a dis- 
turbing nature on his mind. 
The fact remains, though, 
that he gets things done ac- 
curately and on time. His 
executive superiors speak of 
him as a “comer.” 

The lesson is clear. The 
really able executive is he 
who delegates details and 
the responsibility for their 
proper handling among his 
subordinates, in order that 
he may have time and energy 
for broad planning and su- 
pervision. Which kind of 
executive are you becoming 
—one like Mr. A or one like 
Mr. B? 


SINGLE log, as is well known in the lum- Locati 
bering business, may key and jam a river the 
drive of logs that includes many millions of feet. Obstrt 


matters will extend to business affairs, and react 
favorably on vocational and business progress. 


Delegat- : Hl ‘WO young executives come to my mind. Just so, a disagreable trait of personality may tion 
ing They are connected with two rival organ- key and jam vocational ability of a high order. 
Details izations. They are of about the same age— We need not seek long to find a man with poten- 


thirty-three or thereabouts. They direct about 
the same number of clerks and assistants. They 
are well trained for their respective duties. They 
are ambitious and anxious to make good. At this 
point I have to stop comparing them and begin 
to contrast them. 

Young Mr. A is always at his desk at eight 
thirty, and seldom leaves the office till seven or 
eight at night. His roll-top desk is always piled 
high with masses of data and reports. His tele- 
phone is constantly ringing. It is almost impos- 
sible for an outsider to get an appointment with 
him, because he is so overwhelmingly busy. His 


72 


tial $10,000-a-year ability, earning less than half 
that amount, who is held back by some defect 
or personal trait that keeps in abeyance the 
worth-while ability. Few men or women can 
determine for themselves whether they are those 
held back, and few friends have the frank- 
ness or courage to speak plainly. The pro- 
fessional vocational counselor is often able to 
point out the deterrent quality, and to suggest 
a practicable method of overcoming the diffi- 
culty. In any event, progress is retarded until 
the trouble is located and action taken for 
its correction. 


Driving 
Power 


“D EVELOP your driving-power © 
—your will-power to do dis- 
agreeable things.” This was the 
one-sentence, laconic reply which a 
business executive, famed for his ability to put 
things through, made to me when I asked him for 
what he had found to be the surest recipe for suc- 
cess. What he said is, I believe, absolutely true. 
I can think of many men who, consciously or un- 
consciously, have used the lever of will-power to 
do disagreeable tasks to pry apart the fence be- 
tween a routine job and a position of directive 
responsibilities. 

A certain college classmate of mine comes to 
mind. To-day, at the age of thirty-eight, he is 
vice-president and general manager of one of the 
largest Eastern houses that publish trade-books 
and periodicals. I am not surprised at his suc- 
cess, knowing him as I do. Twenty-odd years 
ago, he entered college. I can see him now, a 
gawky, big-handed farmer’s boy, who had never 
been more than fifteen miles away from the little 
mountain farm where he had been born and 
reared. He had about forty dollars in his pocket 


_—-the savings of many months’ work at doing odd 


chores. 

The other day I took lunch with him at his 
luncheon club—one of the best in New York. 
He had just been elected trustee of his alma 
mater, and he was in an expansive mood. 

Our talk ran back to the old days. “Remember 
our Greek classes?” he asked. “How I did hate 
Greek!” 

“That’s a surprise to me,’ I rejoined. “You 
were a star in Greek, I remember, and I thought 
you liked it. Why did you study it, then? It was 
an elective. You might have substituted some- 
thing else.” 

“This is the reason,” he replied soberly—‘“the 
fact that I did hate it. Somewhere, I had got the 
idea that doing the things we don’t like to do, and 
doing them, if possible, better than the things 
that appeal to us, is the best possible kind of 
training and discipline. I stuck to that idea 
throughout college, and to a considerable degree, 
I’ve stuck to it ever since. Whatever success 
I've had is partly due to the face-on headway 
with which I’ve tackled all kinds of disagreeable 
jobs. I stumbled on the importance of this idea 
accidentally, but I believe it should be driven 
home into the minds of every young man in our 
country. The idea develops will-power—that’s 
its value.” 

Well, he’s right, isn’t he? We all like to dodge 
the tasks that, for one reason or another, don’t 
appeal to us. It’s easy to shift them off on some 
other fellow’s back. But, in the meantime, 
our own will-power, remaining unused, becomes 
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feeble and flaccid; and so far as de- 
velopment is concerned, we are 
headed downward. Let’s have done 
with the shifting attitude. Where 
is that piece of work I should have done last 
month? I will tackle it now. 


Nie vocational equipment, my dear sir—the 
tool with which you work and earn your 
board and keep—is merely the excess of produc- 
tive or affirmative qualities over retarding or 
negative qualities. You possess many good quali- 
ties—technical skill in typewriting, in bookkeep- 
ing, in buying, or in managing—together with 
many favorable personal qualities, such as loyalty 
to your task and to your chief, and courtesy to 
your associates. You carry, as well, a fair load 
of negative qualities—ineffective habits of work, 
defects of personality, and unfavorable manner- 
isms—qualities that offset a certain amount of 
productive ability and act as brakes on your voca- 
tional progress. Study, therefore, both sides of 
the account, reducing or eliminating the negative 
qualities while building up the affirmative abili- 
ties that give the forward-thrust to your voca- 
tional progress. 


** A § a result of the co-operation of the Pace 

Agency for Placements, Inc., with the War 
Work Council of the Y.M.C.A., Mr. G. R. Mills, 
president of the Sodus Gas and Electric Light 
Company, Sodus, N. Y., has been sent to Paris 
to assume important executive duties in connec- 
tion with the Y.M.C.A. activities at the front. 
Mr. Mills, who has achieved a remarkably suc- 
cessful business career at an early age, first got in 
touch with the Pace Organization through an ad- 
dress delivered at Rochester Business Institute 
Jast fall by Charles B. Couchman, C.P.A.,, a 
member of the Pace Faculty. 


*“ A SATISFACTORY relation between current 

assets and current liabilities is essential in 
maintaining a satisfactory financial position. In 
this respect, it is interesting to note that the 
National City Company, of New York, in recom- 
mending for investment an issue of Proctor & 
Gamble Company seven per cent. serial notes, 
makes the following statement: “The company 
and its constituent companies agree at all times 
to maintain current assets in an amount equal 
to at least twice the amount of all direct liabili- 
ties.” 


It is harder to get dirt out of the bearings of a 
machine than to keep it dirt-proof. It is harder to get 
rid of the effects of loose thinking than to keep from 
Joose thinkings. 
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=\ HE preparation of 
|i Statements for 
Credit Purposes has © 
greatly increased in 
recent years. Not infrequently 
the services of a public account- 
ant are utilized in conjunction 
immense} with this class of statements. 
One of th 

ration of these statements is the encouragement 
which the present system cf banking gives to 
short-time loans. Even a cursory examination of 
the recent Federal Reserve Act will disclose that 
nearly all of its provisions favor the granting by 
national banks of short-time loans in preference 
to long-time loans. The provisions of the Act 
are designed to keep the funds of the country ina 
fairly liquid condition, because, when these funds 
are in a fairly liquid condition, there is greater 
elasticity. 

The services of accountants are brought into 
play in connection with these statements because 
of the increasing tendency of bankers to insist 
upon statements which have been verified and 
certified by certified public accountants. Many 
of the loans are made on the basis of financial 
condition, and it is desirable that the exact finan- 
cial condition be ascertained before the advance 
is made. The certification of reputable and com- 
petent accountants adds much to the assurance 
of the accuracy of the statements presented. 

This increasing demand for the services of ac- 
countants in connection with these statements 
has not escaped the attention of the New York 
Board of Certified Public Accountants. The last 
examination, given at the end of January, 1918, 
contained a proposition testing the ability of the 
applicant to prepare, and to comment upon, a 
statement to be submitted for credit purposes. 
It is desired to present this proposition, together 
with the solution. 

The proposition reads: “A manufacturing cor- 
poration, requiring additional capital, presents to 
a firm of bankers the Statement given below, with 
the request that the bankers underwrite the pro- 
posed new capital stock. The corporation has 
secured a war contract from the Government, 
which is expected to yield very large profits. 
Capital is required to increase the size of the 
plant, as well as the working force of highly 
skilled employees. Analyze the Statement for 
the banker, and comment briefly on it from the 
accountant’s standpoint.” 

July 31, 1917. 


Peal tH GEALe | okie ks ele eae oi Wloka rare $90,000 

Capital: Stock (. 2 o.. cjacidgine o misivias payere $100,000 
Machinery sc fc. dee ties § sels bbe 10, 

Advances on Contracts.............. 50,000 
Balidings he Coss te cnoe aerate 40,000 

Accounts Payable .....%..5...8..00385 2,000. 
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Work-in-Process ..... 10,500 
Surplus} vss ee neeies 6,300 
Materials and Supplies. 8,000 
Cashin Ree iitenere somte 3,500 
Good-will i... sive deine 30,000 
Deferred Charges ........-se0esreees 2,100 
Accounts Receivable ............-..- 4,200 


$198,300 $198,300 


SOLUTION 

The solution to the proposition divides into two 
parts: first, the presentation of a Balance Sheet, 
rearranging the items; second, commenting there- 
on from the accountant’s standpoint. The follow- 
ing is the Balance Sheet, which has been arranged 
to conform with the recommendations of the Fed- 
eral Reserve Board. 


A MANUFACTURING CORPORATION 
Balance Sheet as at July 31, 1917 


ASSETS 
Current Assets: 
Cash fetes cahisn sau ainatee eee $3,500.00 
Accounts Receivable ........ 4,200.00 
Inventories: 
Materials and -Sup- 
SLC NA eet ea $8,000.00 
Work-in-Process ..10,500.06 
—— 18,500.00 
— $26,200.00 
Fixed Assets: 
Real: Mstate:)s Ucn ose ae $90,000.00 
Buildings °. 5.0... ota. oe 40,000.00 
Machinery i. /san ie cena 10,000.00 
140,000.00 
Deferred Charges ............. 2,100.00 
$168,300.00 
LIABILITIES 
Advances on Contracts.......... $50,000.00 
Accounts Payable ............... 42,000.00 
———-_ 92,000.00 
Net Investment ................. $76,300.00 
(Consisting of the following:) 
Capital Stock (2.0.02. aa $100,000.00 
Surplus weak winders 6,300.00 
$106,300.00 
Less: Good-will ........ 30,000.00 
—————__ 76,300.00 


COMMENTS BY ACCOUNTANT 


These comments are set forth in the form of a 
report, as follows: 

In accordance with your request, I have exam- 
ined into the affairs of the Blank Corporation, and 
present herewith a Balance Sheet of that corpora- 
tion in the form recommended by the Federal Re- 
serve Board. This Balance Sheet does not dis- 
close a satisfactory condition. There is no work- 
ing capital, and the reserve financial strength is 
not sufficient to provide adequate working cap- 
ital. 

Financing of this corporation for a war contract 
should not be undertaken without consideration 
of the financing necessary to place it upon a nor- 
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mal basis. Before the corporation 
could engage in the extraordinary 
work required by this contract, it 
would be necessary, from the stand- sy 
point of safety, to rehabilitate its impaired finan- 
cial condition to a point which would justify nor- 
mal operation. Any consideration of a loan to 
the corporation should, accordingly, contemplate: 
first, the amount necessary to place it in a normal 
condition as regards working capital; and, second, 
the amount necessary to finance the contract in 
question. The necessity for this consideration be- 
comes more apparent from an analysis of (a) 
the items ordinarily making up working cap- 
ital; (b) deferred charges; (c) reserve financial 
strength; (d) application of proceeds of loan. 


Working Capital. 


GUTLENiP LAD INTES Peis u le lsicds ek ualade dou oat 
PETER ESET Pe ec oe a La 8 26,200 
Excess Current Liabilities.................. $65,800 


A normal condition in the line in which this 
corporation is engaged calls for a substantial 


excess of current assets over current liabilities. 


There is a slow turnover, and hence need for an 
ample working capital. Before any expansion of 
the scope of operations is made to include a Gov- 
ernment contract, attention should be given this 
need. 

This unsatisfactory condition is aggravated by 
the situation as to Inventories and as to Accounts 
Receivable. Of the total of Current Assets— 
$26,200—the major part consists of Inventories, 
which amount to $18,500. On the liability side 
are Advances on Contracts amounting to $50,000, 
so that a part of these Inventories, presumably, 
will be utilized in filling the contracts upon which 
these advances have been made. 

No reserve is set up for Accounts Receivable. 
In the ordinary course of business, it is to be ex- 
pected that there wili be losses in collecting these 
receivables. 

Deferred Charges. The item “Deferred 
Charges” — $2,100— presumably represents an 
amount which can be made available only as a 
charge against future income. 

Reserve Financial Strength. Offsetting poor 
condition as to working capital, it will be noted 
that the Fixed Assets, totaling $140,000, are not 
subject to any mortgages. So long as these re- 
main unencumbered, they constitute a source to 
which unsecured creditors may resort upon de- 
fault in payment. 

Only by mortgaging the real estate and build- 
ings to the full extent normally allowed, and add- 
ing this entire amount to the current assets, 
would there be secured an excess of current 
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‘The assets. On the real estate and build- 
PACE STUDENT ings, it is probable that no more 
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than from 50 per cent. to 65 per cent. 
of the appraised value could be ob- 
tained by a mortgage. If such proceeds were 
added to the $26,200 of Current Assets, the total 
amount would afford but a narrow margin of 
working capital. Aside from the fact that this 
action would provide an insufficient normal work- 
ing capital, the entire reserve financial strength 
would have been utilized, and there would be 
nothing left to which recourse might be had in 
case of emergency. 

Since the requested loan is a short-time loan 
for contract purposes, the entire amount will be 
an addition to current liabilities. Nevertheless, 
only a part of the amount received will go into 
current assets, it being the purpose to use part 
for permanent plant. Hence, the loan will in- 
crease the current liabilities to a greater extent 
than it will the current assets. This means that 
from current operations must be secured an 
amount in excess of the amount of loan capital- 
ized sufficient to pay the entire amount of the 
loan. 

Conclusions. Inasmuch as the financing of this 
corporation necessarily includes an amount to 
place it in a healthy condition for normal opera-: 
tions, as well as an amount to finance a Govern- 
ment contract, repayment of a loan is contin- 
gent upon one of two alternatives: these are, (a) 
the bringing in of sufficient additional perma- 
nent capital to place the affairs in a satisfactory 
condition; or (b) the securing of most excep- 
tional and most extraordinary profits, within a 
short time, from existing contracts. Dependence 
upon the latter of these contingencies would 
mean the acceptance of a more thar ordinary 
risk in connection with this loan. 


COMMENTS ON SOLUTION 


The comments on the solution may be divided 
into those pertaining to the form of the State- 
ment, and into those pertaining to the condi- 
tion of the enterprise. 

Form of Statement. As before stated, the 
Statement is made out in the form sanctioned 
by the Federal Reserve Board. This form was 
adopted by the Federal Reserve Board upon rec- 
ommendation of the American Institute of Ac- 
countants. 

It will be noted that the Current Assets are 
stated first and the Fixed Assets second. At 
one time it was the custom, in the Balance Sheet 
of a corporation, to state the fixed assets first 
and the current assets second. The tendency 
now is to consider the purpose of the Balance 
Sheet, and to arrange items accordingly. This 
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Balance Sheet has for its purpose 
the presentation of financial condi- 
tion in an application for a short- 
time loan. For this reason, the cur- 
rent condition is of main importance and should 
be stated first. 

Contrasted with this, there might be the pre- 
sentation of a Balance Sheet for the purpose of 
interesting prospective investors. Permanent 
condition—that is, the ability of the concern to 
remain in business for a long period of time— 
would be the main consideration from the in- 
vestor’s view-point. Hence it is, that frequently 
Balance Sheets presented for the inspection of 
investors are arranged with the capital assets 
first, and the current assets second in order. 

The capital assets are referred to as fixed 
assets, which is a synonym of the term “capital 
assets.” 

Good-will is deducted from the total of Capital 
Stock and Surplus. This is in accordance with 
the form as prescribed by the Federal Reserve 
Board. 

Condition of Enterprise: Reference has been 
made to the possibility of a mortgage on the 
which suggests another means of 
financing the organization. Assume that a mort- 
gage was secured of $80,000. Of this sum, $40,- 
000 is invested in permanent plant, and $40,000 
added to current assets. The additional value 
of the permanent plant, let us assume, permits 
of a further mortgage of $25,000, the amount of 
which is added to Current Assets. Eliminating 
the delay which must ensue before this second 
loan might be obtained, the total addition to Cur- 
rent Assets would have been $65,000. Even with 
this addition, it will be noted that the Current 
Liabilities would still exceed Current Assets. The 
following calculation will show this clearly: 


Current Liabilities $92,000 


Current Assets 
First Mortgage ...... 
Added to Permanent 

Plant 


Ce 


CC er  D 


Second Mortgage 


Total addition 


Excess Current Liabilities......... 

Under these circumstances, it is extremely 
doubtful that a conservative banker would ad- 
vance a loan to the organization. 

This proposition is a test of the ability of the 
applicant to judge financial conditions from 
statements, and of his knowledge of the facts 
‘to which a banker looks when extending loans 
‘upon the basis of a Balance Sheet. Ability to 
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analyze financial statements is de- 
sirable from a business administra- 
tive and an investor's view-point, as 
well as that of the banker. 

Apparently the clause in the proposition to 
the effect that prospects are favorable for large 
profits was designed to ascertain the applicant’s 
attitude toward prospective profits. This atti- 
tude should be conservative and cautious. Some- 
times the anticipation of profits may appear in 
the statement itself. For example, a real-estate 
concern may place upon its real estate an ap- 
praised valuation. In this case, the realizable 
value may be shown as to the land, in which 
event there is an element of anticipated profit. 

All in all the proposition may be said to be a 
test, not only of the applicant’s ability to con- 
struct statements, but likewise of his ability to 
give the economic facts necessary for proper in- 
terpretation of the statement. 


SILENT prayer for two classmates, who 

have entered the military service, marked 
the annual banquet of the Pace Class, Rider- 
Moore and Stewart School, Trenton, New Jer- 
sey, March 6, 1918. The two members of the 
class thus honored are Harry 8. Bowen and Dal- 
las Fogg. 

The dinner was held at the Trenton House, 
and was typical of the enthusiasm of the Pace 
Men in Trenton. A feeling of comradeship has 
sprung up among the members of the class and 
they have organized a basket-ball team. 

William J. Mitchell, president of the class, was 
toastmaster. As a surprise he called upon sev- 
eral members of the class to make a speech. One 
of the members, Fred Banks, turned the tables 
by giving a carefully prepared address on “The 
History of Accountancy.” The scheduled 
speeches were given by Frank B. Moore, presi- 
dent of the school; Honorable John E. Gill, 
assemblyman of the state of New Jersey, vice- 
president of the school; A. H. James, instructor 
in Accounting; Walter D. Cougle and Daniel A. 
Spair, instructors in Law; and John T. Kennedy, 
representing Pace Institute. The officers of the 
class are William J. Mitchell, president; George 
M. Harvey, Jr., vice-president; Charles J. Milier, 
secretary; and Joshua Levin, treasurer. 

Other members of the class present were: 
Fred Banks and Benjamin Meyers, members of 
the committee in charge of the banquet, Harry 
H. Lancaster, Benjamin Alexander, Francis A. 
Duffy, Alvin Jones, Joseph Ryan, and Norman 
Dorsett. 

One feature of the dinner was the excellent 
rendition of Kipling’s poem “If’ by Mr. Gill, 
which was heartily received by those present. 


duties 
of the 
roller 
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“It is the controller’s business to 
see that the accounts of all officers, 
agents, and employees are properly 
kept, that all money collected is 
promptly paid to the treasury de- 
partment, and that all money paid 
over by the treasury department is 
promptly accounted for. The con- 
troller has charge of the fidelity 
bonds of all the officers and em- 
ployees of the company; and all 
defalcations are usually reported 
promptly to the controller, and by 
him to the president and to the 
vice-president in charge of the de- 
partment in which they may occur. 

“If any irregularity in accounts 
or in the handling of company 
money is discovered, the cortroller 
may request the head of the depart- 
ment in which such irregularity oc- 
curs to remove the employee or offh- 
cer at fault, and may, if he thinks 
it necessary, suspend any agent or 
employee, and place the business 
temporarily in charge of an agent of 
the accounting department, notify- 
ing, of course, the head of the de- 
partment to which such suspended 
employee belongs of his action. The 
by-laws of the Pennsylvania Railroad 
Company provide that accounts for 
payment, except principal and in- 
terest of bonds, dividends, promis- 
sory notes, and such other accounts 
as the board shall designate, shall 
be covered by pay-rolls or bills for 
vouchers prepared in the several de- 
partments and approved by the 
proper officer, which pay-rolls and 
bills for vouchers shall be trans- 
mitted to the controller to be ex- 
amined and verified preliminary to 
the preparation of the necessary 
vouchers. No payment shall be 
made of any bill, or account, except 
those contracted for the benefit or 
use of the company; and in all cases 
the controller shall have the power 
to take all steps necessary to satisfy 
himself of the correctness thereof; 
and ail unsatisfactory bills or ac- 
counts shall be returned to the head 
of the department responsible there- 
for for explanation or correction, 
and when desirable may also be re- 
ported to the vice-president or the 
president. Bills for materials and 
supplies shall, before being passed 
for payment, be indorsed to show 
the receipt of the materials and sup- 
plies by the head of the department 
to which they were consigned, or 
his duly authorized representative, 
and must be approved by the pur- 
chasing agent. 

“The controller appoints, with the 
approval of the president, all of the 


- officers and employees in his depart- 


ment.” 
Mr. Williams, who has had long 


April, 1918 


experience as a controller, states 
his views as follows: 

“The duties of the controller of an 
industrial corporation fall into three 
groups: Finance, Accounts, and 
Administration. 

“Under the first heading would 
come the management of the funds 
of the company to meet its obli- 
gations, which would entail main- 
taining harmonious relations with 
the company’s bankers, possibly 
making loans to meet peak condi- 
tions in the company’s finances, or 
the reverse condition—of investing 
surplus funds. 

“Under the second heading would 
fall the supervision of all matters 
pertaining to the company’s ac- 
counts, to the end that the books 
accurately reflect the correct finan- 
cial position of the company, and 
the preparation of financial and 
operating reports. 

“Under the third heading would 
fall the activities incidental to main- 
taining a flexible, harmonious, of- 
fice organization, and a dignified and 
courteous attitude toward company 
debtors, creditors, and business as- 
sociates. 

“Incidental to his duties as a 
whole, would be familiarity with 
marketing conditions, manufactur- 
ing or operating conditions, and a 
general comprehensive knowledge 
of corporate activities in the busi- 
ness world. 

“The breadth of the position of 
controller varies greatly in different 
corporations, from a species of super- 
cashier in some companies to the 
border line of general manager in 
others. 

“So far as my experience goes, 
the purchasing department of a cor- 
poration dees not, ordinarily, come 
under the supervision of the con- 
troller, except as to such portions 
of the accounting as may be done 
in the purchasing agent’s office, and 
hence, interlock with the company’s 
general accounts.” 


From the foregoing, it will be 
seen that the conditions peculiar 
to the organization determine, to a 
large extent, the duties of the con- 
troller. The accountant, no matter 
how clear he may be in his own 
mind as to the fundamental divi- 
sions into which the work of an or- 
ganization should be divided, is con- 
trolled, to some extent, by organi- 
zation precedents and _ traditions, 
and by personnel. A president or 
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other executive may have definite 
views, which have to be regarded, 
notwithstanding the fact that they 
may not be in accord with the best 
theory of organization. The ac- 
countant works out the best plan of 
organization possible under the 
conditions, definitely charging the 
controller with the duties which, 
under the conditions, seem best to 
fall to his position. As the science 
of organization develops, we may 
expect a clearer and more exact 
definition of the duties that should 
be allotted to various executives, in- 
cluding the controller. 


court distinguished them. The court 
held that the distribution in the sec- 
ond case was not a distribution of 
income, but of an increase in capital 
assets. Emphasis was laid on the 
fact that between March 1, 1913, and 
the date of distribution, in the second 
case, no business was done by the 
corporation in question. The court 
stated that accumulated earnings of 
a corporation, which was the subject 
of dispute in the decided case, con- 
stituted a different proposition. 

The decision in the Gulf Oil Cor- 
poration case, just reviewed, was 
handed down by the Circuit Court 
of Appeals for the Third District. 
In the United States District Court, 
the decision was in favor of the Gulf 
Oil Corporation, which decision was 
reversed in the Circuit Court. Un- 
doubtedly the case will be appealed 
to the Supreme Court of the United 
States. The other case, that of 
Lynch versus Turrish, has already 
been appealed by the Government. 
Final decision on both of these 
cases will be awaited with interest. 


JACOB BECKER, graduate of the 
Pace Courses in New York, has en- 
listed in the United States Navy. 


MISS HILDA PRICH, Pace Insti- 
tute, has taken a position as account- 
ant with William Zinsser & Com- 
pany, New York City. Miss Price 
was previously employed by the 
American Druggist Syndicate. 


WARREN J. DEAN, Pace Institute, 
has accepted a position as account- 
ant with the U.S. Gas Defense Plant 
in Long Island City. Mr. Dean was 
formerly employed by the Alien 
Property Custodian of the United 
States Government. 


RALPH E. BAKER, Pace Institute, 
Boston, writes: “Since last I wrote I 
have received my transfer from the 
Coast Artillery Corps to the Quarter- 
master Corps, and have been made a 
sergeant, so credit it up to the ac- 
count of Pace & Pace.” 


Dividend 
Taxation 


(Continued ) 


Credit 
Manager 
and 
Salesmen 


LYSSES S. HARRIS, graduate 
of Pace Institute, Boston, has 
written an essay on “The Re- 

lation Between the Credit Man and 
the Salesman in the Automobile In- 
dustry.” 

Mr. Harris is credit and financial 
manager of the Garford Motor Truck 
Company, and his essay has been 
used in publications of Credit Men’s 
Associations. 

At the beginning of his essay, Mr. 
Harris points out the attitude of the 
salesman as contrasted with the atti- 
tude of the credit manager. Each is 
likely to go to the extreme and vary- 
ing view-points caused by their re- 
spective positions. He urges that 
each consider the work of the other, 
and so correlate that work that each 
may help the other and their particu- 
lar organization. 

Mr. Harris then takes up the 
various difficulties in collecting ac- 
counts receivable in the automobile 
business. From this point on we 
shall quote from his thesis: 

“Let us then consider some of the 
things that make the collection of ac- 
counts receivable in the automobile 
business a difficult task. Among 
other things the following are promi- 
nent: Salesmen, Guarantee, Service. 

“Salesmen. You may not have 
thought of it in this light, but experi- 
ence has proven that a large percent- 
age of the difficult accounts to col- 
lect have been made so, probably un- 
knowingly, by some salesman. Cer- 
tainly, if the salesman will admit that 
it is hard to sell a motor truck or 
pleasure car to a man that needs or 
desires one, he can realize that it is 
harder to collect cash from the same 
customer for something for which 
the customer finds it difficult to pay. 
How, then, does the salesman make 
the credit man’s task unusually diffi- 
cult? 

“First: By not selecting customers, 
By “selecting customers” does not 
infer we should show favoritism or 
refuse the business of any one who 
has a right to own a motor truck or 
pleasure car, but means that the 
salesman should not allow himself to 
follow the course of least resistance, 
and sell to people who will not make 
good customers. It would seem that 
a salesman should build up a clien- 
tele the same as a lawyer or a doc- 
tor, by personality, knowledge, and 
absolute honesty. If this is done, 
there springs up a feeling between 
the customer and the salesman which 
brings repeat orders, and the custo- 
mer may even go with the salesman 
to another line of goods. 

“Second: By selling to the cus- 
tomer who has not enough money to 
make a deposit of at least twenty-five 
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per cent. of the total amount of the 
sale, and leading him to believe that 
he can earn money enough to pay his 
notes, make a living for himself and 
family and probably a driver, and 
also pay for the entire up-keep of the 
truck or pleasure car. While this 
may be a possibility, as a matter of 
fact it is not done very often. 

“Third: By selling a customer a 
one-ton truck when he needs a five- 
ton truck, or vice versa. If this is 
done, in the first instance he will 
overload and damage his truck and 
incur repair bills which he probably 
cannot pay; and in the second in- 
stance his income will be too small 
to pay his expenses. 

“Fourth: He must not make prom- 
ises which he can not fulfil. Many 
salesmen while trying to ‘clinch’ a 
sale make statements or promises 
which they can not fulfil, and later 
on the customer will have some 
work done for which, in the mind of 
the credit man, he should pay; but 
when an attempt is made to collect 
the bill, the customer offers the state- 
ment or promises of the salesman as 
a reason for his not paying the bill. 
Experience has proven that the 
salesman will probably have forgot- 
ten the incident, and immediately 
there springs up a misunderstanding. 

“Fifth: Salesmen must be careful 
not to make misrepresentations or 
convey wrong impressions. It is 
possible to cause just as much 
trouble by leaving unsaid something 


which should have been said, as it is. 


to tell an untruth. An example of 
this recently came to light wherein 
the customer claimed that he had 
purchased a three-ton truck, when, 
as a matter of fact, all the papers on 
the sale showed that it was a two-ton 
truck. The customer put on a load 
of about four tons, and therefore ex- 
perienced some difficulty with the 
transmission. The customer claimed 
one-ton overload, when, as a matter 
of fact, he had a two-ton overload. 
The salesman claimed that he said 
the truck would carry three tons 
once in a while, if necessary, and if 
the truck was driven carefully; the 
customer claimed that the salesman 
said it was a three-ton truck. 
“Guarantee. The second thing that 
makes collections hard is a misun- 
derstanding of that much abused 
word ‘guarantee.’ If you were told 
of the numerous things which the 
customers claim come under the 
term ‘guarantee,’ the absurdity of 
their claims certainly would be very 


78 


apparent. In every selling concern, 
some one in authority should inter- 
pret their guarantee, and then insist 
that every one employed should 
abide by the interpretation. 

“Service. What do we mean by 
the word ‘Service?’ Service means 
‘prompt, courteous, and efficient at- 
tention for a proper remuneration, 
and the last phrase, ‘for a proper re- 
muneration,’ should certainly be un- 
derscored. Service consists of giv- 
ing the right thing at the right time 
for the right price; but it does not 
mean giving something for nothing, 
or complying with unreasonable re- 
quests by customers. If in the sell- 
ing of trucks and pleasure cars, and 
in the performing of repair work, a 
dollar’s worth is given for every dol- 
lar received, why should you give 
anything away? Of course, you must 
have efficient help in your service 
station—men who can do a repair job 
as quickly as is consistent with good 
work, doing it carefully and prompt- 
ly, and doing it cheerfully and cour- 
teously. The service station must be 
in charge of a competent man, who 
not only produces reliable work, but 
understands human nature, so that 
customers will be treated in such a 
way as not to arouse any feeling of 
ill will, Experience has shown that 
one of the things which makes a cus- 
tomer angry is promising a truck or 
pleasure car for a certain time and 
not giving it to him at that time; and 
probably not even calling him up to 
tell him that you can not give it to 
him, or if you do call him, calling 
him so late that he can not make 
other arrangements. At all times 
you must see the customer's side as 
well as your own, and must not make 
promises which can not within rea- 
son be kept. 

“Stock which you can reasonably 
be expected to have should be kept 
in stock rooms; no one wishes to pay 
for something which he feels he does 
not get, and therefore if you do not 
give good service you will run up 
accounts receivable that are almost 
impossible to collect. In the correc- 
tion of difficulties, ‘an ounce of pre- 
vention is worth a pound of cure’ 
Therefore, the salesman must make 
no misrepresentations, or leave any- 
thing unsaid that is necessary to give 
the customer a correct and complete 
understanding of your truck or plea- 
sure car, your guarantee, or your 
service. 

“Honest salesmen, an honest policy 
of guarantee, and honest service 
from efficient service-men, will make 
possible the collection of accounts 
receivable by a tactful credit man 
without antagonizing and losing cus- 
tomers.” 


orson HAT the accounting profes- 
ino! sion has done and is doing 
24100 was the premise from which 
iguet “The Future of Accounting” was 
forecast by John B. Niven, C.P.A., 
president, New Jersey State Board 
of Public Accountants, at the First 
Annual Dinner of the Pace Men, 
Drake. Business School, Paterson, 
New Jersey, March 9, 1918. Mr. 
Niven pointed out that the account- 
ing profession had its beginning in 
America not more than twenty years 
ago. He mentioned that the Secre- 
tary of the American Institute of Ac- 
countants estimated that more than 
two hundred of the twelve hundred 
members of the Institute are now 
engaged in military or Governmental 
work. Later in the evening A. 
George L. Baines, accounting in- 
structor, told the assembled guests 
and students that Mr. Niven’s father 
was the only surviving signer of the 
first charter granted by a govern- 
ment to accountants. The quiet, ef- 
fective enthusiasm with which Mr. 
Niven spoke of the profession was 
encouraging to the students. 
' D. Wallace Frazier, president of 
the Drake Business Schools, was 
toastmaster. The other speakers 
were Ernest Olrich, auditor, National 
Silkk Dyeing Company; William H. 
Russell, secretary, Drake Business 
School; Ernest T. Williamson, in- 
structor in law, and John T. Ken- 
nedy, representing Pace Institute. 
Edward Bohl, Jr., executive, Na- 
tional Silk Dyeing Co., was a guest. 
Members of the class present were: 
William S. Armitt, Samuel E. Cully, 
John M. Florence, Arno Golle, Ed- 
ward Hameetman, Fred’k A. Mus- 
terer, James K. Prescott, William H. 
Pankow, Frank T. Sattan, Joseph 
Skvarla, Jr., William L. Thompson, 
Henry Wiegers and Frank Yacsko. 


G. S. WILLSON, New York School 
of Accountancy, has enlisted in the 
Accounts Section, Equipment Di- 
vision, Signal Corps. 


MICHAEL L. SCHLOSS, Pace In- 
stitute, has accepted a position as 
bookkeeper with Messrs. Pearsall & 
Company. Mr. Schloss was formerly 
employed by W. E. Mount. 


LLOYD E. BUDD, Pace Institute, 
has severed his connection with the 
United Paper Box Company to ac- 
cept the position of auditor for The 
Sweets Company of America. 


JOHN KESSON, Pace Institute, has 
accepted a position on the account; 
ing staff of Price, Waterhouse & 
Company, having left a position as 
bookkeeper with The Alexander 
Morton Company. 
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ERNEST W. STEELE, Pace Insti- 
tute, has recently been employed as 
accountant by the Food Administra- 
tion Grain Corporation. 


MURT McDONALD, Pace Insti- 
tute, has accepted a position in the 
accounting department of the Amer- 
ican Water Works and Electric 
Company. 


H. HAMILL ANDERSEN, Pace In- 
stitute, Chicago, has become asso- 
ciated with the accounting firm of 
Barrow, Wade, Guthrie & Company, 
of Chicago. 


LEWIS H. DAWLEY, Pace Insti- 
tute, has accepted a position on the 
accounting staff of A. F. Makay, 
C.P.A., having left the employ of 
James L. Greenleaf, 


LEONARD T. WILSON, Pace In- 
stitute, has severed his connection 
with the New Jersey Zinc Company 
to enter the practice of Accountancy 
on the staff of Price, Waterhouse & 
Company. 


BERT DENTON, Newark School of 
Accountancy, is now with the West- 
inghouse Lamp Company, of Bloom- 
field, N. J., as cost accountant, hav- 
ing severed his connection with The 
Grasselli Chemical Company. 


MORTON F. LOCKE, Pace Insti- 
tute, Extension Division, has recently 
resigned his position with the New 
York Central R.R. Company to join 
the staff of Davies & Nield, certified 
public accountants. 


H. L. CAMP, Rochester Business In- 
stitute (Pace Standardized Courses), 
has taken up his residence in New 
York City to enter the practice of 
Accountancy on the staff of Price, 
Waterhouse & Company. 


WILLIAM J. DWYER, Pace Insti- 
tute, has recently severed his connec- 
tion with the Sprague Electric 
Works to enter the practice of Ac- 
countancy on the staff of Alexander 
Aderer & Company, certified public 
accountants. 


MISS GERTRUDE E. MAC- 
NAUGHTON, Pace Institute, has 
resigned her position with the Un- 
derwood Typewriter Company to 
accept a position on the staff of 
Hurdman & Cranstoun, certified 
public accountants. 
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OMRADESHIP between father 
and son is the object of the 
National Father and Son 

Celebrations. Robert E. Lewis, 
general secretary of the Cleveland 
Y.M.C.A., gives the reasons for 
these Father and Son Celebrations 
in “Twenty-third Street Men,” Feb- 
ruary 14, 1918. 

As Mr. Lewis points out, fathers 
before the war were almost com- 
pletely absorbed in business. Activi- 
ties of the boy were also such as to 
cause a drifting away from the com- 
radeship of the father. This condi- 
tion has been largely changed by the 
war. The father is thinking more 
of the son and the son is thinking 
more of the father than has been the 
case heretofore. 

Mr. Lewis states that this is par-~ 
ticularly true in case the son has 
entered military service. As the 
father works he is thinking of the 
son, and he is willing to work and 
to sacrifice for the benefit of the son. 
Every movement inaugurated to 
help the boys who are fighting en- 
lists his heartiest support. The ob- 
ject of the Father and Son Cele- 
brations is to encourage these ten- 
dencies; “to let Father realize his 
actual part, to inspire Son to keep 
‘clean’ and to go ‘clean over.’” 
“These,” states Mr. Lewis, “are the 
objectives of the National Father and 
Son Celebrations in camps and over- 
seas, in churches and schools, in 
homes, clubs, and associations, in 
business houses and in factories.” 


LOUIS C. RAIS, Pace Institute, has 
secured a position as bookkeeper 
with Otto Boeddicker. 


GEORGE A. KOEFOED, Pace In- 
stitute, is now with the Breese Air- 
craft Company, as bookkeeper, hav- 
ing resigned from a similar position 
with N. J. Felix & Sons. 


LEROY S. HENDERSON, Pace In- 
stitute, has taken a position on the 
accounting staff of Sparrow, Harvey 
& Company, having severed his con- 
nection with The American Can 
Company. 


JAMES L. JOSEPH, Pace Institute, 
formerly employed with the Nathan 
Manufacturing Company, has ac- 
cepted a position as an accountant 
with the France and Canada Steam- 
ship Company. 


HARRY SCHREIBER, New York 
Institute of Accountancy, has ac- 
cepted a position on the staff of the 
Atlas Selling Agency, having severed 
his connection as bookkeeper with 
Joseph Soble. 


Father 
and Son 
Celebra- 
tions 


Personal 
Notes 


Per- EDGAR J. LOUCKS, Pace Institute, 


Extension Division, has accepted a 
position as general bookkeeper with 


Notes The Home Savings Bank, of West 


Toledo, Ohio. Mr. Loucks was for- 
merly employed by The American 
Metal Wheel Company, Toledo, 


ERNEST R. WILDBRETT, direc- 
tor of Pace Agency for Placements, 
has entered the Naval Reserve and is 
engaged in cost work and other 
phases of constructive accounting. 
Mr. Wildbrett, by reason of his grad- 
uation from the Pace Courses and 
his previous experience, is especially 
qualified for this work. 

5 
J. G. FELL, Pace Institute, is in the 
training camp of the Quartermaster’s 
Corps at Camp Johnston, Jackson- 
ville, Florida. His schedule calls for 
instruction in accounting, military 
letter writing, transportation, financ- 
ing, and the like, and the instruction 
is given four hours a day for five 
days a week for a period of six 
weeks. Mr. Fell, in view of his pre- 
vious training, will undoubtedly 
make an excellent showing in his 
studies. 
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AUSTIN F. BARRY, Newark School 
of Accountancy, is now a first-class 
sergeant in the Sanitary Corps, Gas 
Defense Service, Washington, D. C. 


RAYMOND C. MILES, graduate of 
the Pace & Pace Courses in Wash- 
ington, has been detailed by the 
Commissioner of Internal Revenue 
for some special work in Canada. 


DONALD LONGHURST, Pace In- 
stitute, formerly employed by E. S. 
Willard & Company, has accepted a 
position on the bookkeeping staff of 
the American Bitumastic Enamels 
Company. 


WILLIAM H. ANZER, who com- 
pleted the Pace Courses and passed 
the New York C.P.A. examination 
about ten. years ago, is located in 
Casper, Wyoming. Mr. Anzer is sec- 
retary of the Mid-West Commissary 
Company, of which J. Arthur Likely, 
another Pace student, is president. 


OLUMBIA University is giving 

a special course in “Account- 

ing of Ordnance Stores,” un- 

der the direction of Lieutenant James 

L. Dohr. The next class will be or- 
ganized on April 20th next. 


PHILIP KLUPT, Pace_ Institute, 
has recently joined the staff of Sufrin 
& Gompers, public accountants. Mr. 
Klupt was formerly employed by the 
Union Special Machine Company. 


JOHN G. HANIFIN, Pace Institute, 
has accepted a position as book- 
keeper with The 
Company, having severed his con-— 
nection with The F. M. Talbot Com- 
pany. 


L. K. WATKINS, in practice in Buf- 
falo as a public accountant, who is 
well known to the readers of The 
Pace Student by reason of his con- 
tributions, has recently been granted 
C.P.A. Certificate No. 760. Mr. Wat- 
kins passed his examination several 
years ago, but did not secure his cer- 
tificate previously, due to the fact. 
that he was engaged in executive 
work in an organization. : 


technical employment. i 
the intricate cost-plus basis. 


Every available accountant has been 


drawn into Governmental or some other 


Prices must be determined on 
Taxes on income and 


Breese Aircraft. __ 


excess profits must be accurately calculated. Securities 


to the value of hundreds of millions must be issued and marketed. Huge war 
funds must be efficiently administered. Operating staffs, composed of techni- 


cally trained accountants, must be organized and charged with responsible 
tasks. All these war-time activities create an extraordinary demand for men and women trained 
in Accountancy and Business Administration. 


Pace Students everywhere—in France, in England, in Washington, throughout this entire 
country—are performing technical duties of great importance. Many of them are in Government 
service. Others are partners in leading Accountancy firms. Still others are auditors, treasurers, 
controllers, and general executives. All are helping the country directly or indirectly in its 
attempt to systematize detail and control value. 


The Pace Courses are available either in Resident Schools or by Extension through the 
mails. Many successful accountants and business executives have secured their training through 
the Extension Course. Send for a descriptive Bulletin and for a complimentary copy of “Your 
Market Value,” a 36-page booklet, which tells how many men afid women have developed a wide 


demand for their trained services. 
Pace & Pace 
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30 Church Street 


WASHINGTON 
1004 F Street, N.W. 
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s]T is an unquestioned fact that a 
h| great many men and women in 
the business world, and a very 
large proportion of all other per- 
sons, whatever their early op- 
portunities of formal education 
—and high-school and even col- 
lege graduates are not excluded 
—are deficient in a knowledge of definite, usable 
English. You have only to glance over the let- 
ters that come to your desk in the morning mail, 
or to engage in conversation 
with this person or with 
that, to become amazed at 
the average man’s inability 
to express his thoughts 
clearly and correctly—to say 
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Specific examples by the hundreds might be English 


given of the fact that beginning with the average 


asa 


stenographer and going clear up to the head of Dugin ess 
the business enterprise itself, there is all along Asset 


the line a wofully deficient knowledge of definite, 
practical English. Many of the most progressive 
business organizations of the present day, in 
sheer desperation, are grappling with the prob- 
lem of teaching their employees how to use Eng- 
lish not “as she is spoke,” but as it is spoken. 
The list includes three of the largest life insur- 
ance companies in the United 
States, four of the leading 
railroads, and any number 
of banks, manufacturing con- 
cerns, importing firms, de- 
partment stores, steamship 


nothing about flexibly, forci- Ae companies, and the like. The 
bly, and elegantly. War Finance Act odd thing about this situ- 
This deficient knowledge Page 84 ation is that many of the 


of English is by no means 
confined to any one class of 
persons. Go into the private 
office of many a man hold- 
ing an important executive 
or administrative position; 
engage him in conversation 


Tickets as Licenses 
Page 86 


Business Value of Optimism 
Page 88& 


¢ Real-Estate Statements 


persons found to need prac- 
tical training in English are 
high-school graduates, with 
a considerable sprinkling of 
college graduates. 


COMMON ERRORS IN 


for a few moments, and re- | paee\90 EVERYDAY SPEECH 
mark the ineffective manner After-the-War Business Wherein does this weak- 
in which he is likely to. Page 95 ness consist? In the first 


clothe his thoughts. Go into 

the correspondence division 

of almost any large organization, which, as likely 
as not, prides itself upon its efficiency of manage- 
ment, and run your eyes down some of the letters 
that lie on a desk for signature. Pick up a copy 
of a report that lies near at hand, and read the 
first page or two, taking note of the choice of 
words, the turn of phrases, the construction of 
sentences, and the division of paragraphs. In 
short, go wherever men and women have occa- 
sion to express, by word of mouth or on the writ- 
ten page, thoughts which the requirements of 
business demand shall be expressed, and see if 
you do not reach the conclusion that there is 
something radically wrong as respects the use of 
English in the everyday affairs of commerce. 


place, the everyday English 

of the average person is 
weak in respect to knowledge of grammar as 
applied to daily use. How often do we hear such 
expressions as: “I thought it was him.” ‘The 
data is not available.” “Myself and a friend will 
be glad to see you.” ‘They supposed him to be 
I.” “I am sure that it is us who are at fault.” 
“Who are you going to give that to?” “Who 
were you sitting beside?” “We recommend only 
those whom we think will pass the examination.” 
“No one would do such a thing unless they 
thought it would be to their advantage.” “Every- 
body ought to mind their own business.” “The 
carriage rides easily.” “I feel badly.” “Of two 
evils choose the least.” “He is the most able of 
any member of the office force.” “Your plan is 
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Horatio 
N. Drury, 
A.B. 


Fund G. MARRIOTT, of the De- 
Account- - partment of Highways, Okla- 
. homa City, sends The Pace Student 


ANY English accountants ex- Ac, 
press the opinion that their anf# 
charges to clients should be in- py, 
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some Journal entries used as open- 
ing entries in connection with highway account- 
ing. These entries concern the disposition of 
$2,000,000 to be expended by Mr. Marriott’s de- 
partment during the present year in highway 
construction work. $1,000,000 is contributed by 
the state, and $1,000,000 by counties. 

Mr. Marriott plans to carry on the accounting 
work covering the expenditure in a manner 
somewhat similar to that used by commercial 
enterprises. Each county will be credited with 
the amount shown on the various schedules, and 
as the claims are presented, approved, and paid, 
they will be charged against the respective coun- 
ties. By this means, it will be possible to ascer- 
tain at all times just how much is still available 
and unexpended. 

Mr. Marriott’s suggested entry is as follows: 


creased. An article to this effect is 
found in The Accountant, an English periodical, 
of February 2, 1918. 

The article states that the cost of clerical force 
has increased at least 50 per cent. Furthermore, 
the opinion is expressed that this increase is per- 
manent and likely to continue after the war. In 
addition to the increase in clerical costs, there has 
been an increase in the cost of printing, station- 
ery, fuel and lighting, and a number of overhead 
items. 

Two suggestions are offered to effect an in- 
crease in charges. One of these is concerted ac- 
tion by the Council of the Institute of Chartered 
Accountants; and the other, individual action. It 
is suggested that the individual accountant has 
had work that was not very remunerative, and 
should insist either upon additional amounts in 
new contracts made, or the dropping of this kind 


Vio LEO, Sieg ten $1,000,000 of work entirely. Suggestions are invited from 
re) = ° : . . 
STRUCTION FUND..... gi ooh a the readers of the periodical as to their views 


To record transference of funds in 
accordance with the provisions of 


upon concerted action to effect the desired end. 


House Bill No. 620. The same HE first two women to receive the degree Fry; 
Boe an ne fila matin As- of Certified Public Accountant in the state yy; 
ahgpcuiy Ch aie ML boned son Ube tage ea of Massachusetts are graduates of Pace Institute, 
entitled, “an Act making an ap- ‘ Ce: 
propriation for the purpose of aid- Boston, Mass. The two women are Miss Gertrude Pa 
ing in road construction in each W. Lyndon and Miss Alice M. Hill. In addition A 
county in the State of Oklahoma,” to passing the C.P.A. Examination, they have +*© 
and for the purpose of carrying ani 


out the provisions of the above 
enactment. 


HIGHWAY CONS. FUND...... 
To SUNDRIES 


I,000,000 


filled the other requirements necessary to receive 
the degree. 

Miss Lyndon is a graduate of the Brookline 
High School. She received stenographic training 


(Miche hatiehtiact aah roe fabs oh a etre 7,000,000 at Bryant & Stratton’s Commercial School, and 
Iiraarcaurena lec aaiee has taken various university extension courses. 
ee She passed the Massachusetts Civil Service 
To record apportionment of above Examination for expert accountant in 1909. For 

funds to 77 counties, the same ten years she has been in the Accounting and 
being based on the ratio which Auditing Department of the city of Brookline. 
said counties bear to the state on Sh ; f than 
the basis of population and area. e€ was assistant accountant of that department, 
Said funds to be expended in ac- and for one year acting accountant in the depart- 
cordance with the provisions of ment. 
House Bill No. 620. Miss Hill is a graduate of the Delta (Colorado) 
HIGHWAY CONSTRUCTION High School. She passed the Massachusetts Civil 
FUND Ye UN AO A 1,000,000 Service Examination in 1904. Among the im- 
To SUNDRIES ............ 1,000,000 portant positions she has held are: head book- 


To record the setting aside by the 
77 counties of the state of Okla- 
homa certain funds so set aside 
for the purpose of carrying into 
effect the provisions of House 
Bill No. 620, and in order that 
said counties may avail them- 
selves of privileges of said Act. 

Adair County....$7,373.57 

Alfalfa County. ..11,699.57 

etc. 


keeper of a department store in Colorado; office 
manager and bookkeeper of a printing business; 
head accountant and assistant treasurer of Fran- 
cis Doane & Co., Inc., wholesale stationers. 

Both of these women are very much gratified 
over the results of the examination. The Pace 
organization is proud of them. Unquestionably 
they are the forerunners of many more women 
who will enter the ranks of the profession. 


Biographical Snap Shots 
Young Accountants Who Have Made Good 


as, EN years ago George F. Bauer, then 
Noh) Gee) only twenty-three years old, completed 


oo 
¥ 


ee the Pace Course in Accountancy. The 


f} Kun next year, 1909, he passed the New 
See) York state examination for C.P.A. and 
ks) received his professional degree. To- 
day, at the age of thirty-three, he is the auditor of 
the United Gas and Electric Corporation and its 
subsidiaries—a highly important executive position 
which he has competently filled for nearly three 
years. Mr. Bauer is one more of the many Pace 
graduates that have made good, either as practicing 
accountants or as business executives. 

Mr. Bauer was born in New York City in 1885. 
He received his academic education in the public 
schools, in the De Witt Clinton Evening High 
School, and by means of special courses which he 
took up during his spare hours. 

Like many others, Mr. Bauer, owing to home 
conditions, had to go to work at an early age. His 
first job was as an errand boy in a stationery store 
when he was fourteen; his salary was four dollars 
a week. He remained with this, his first, employer 
for six years, being promoted to a clerkship and 
then to a position as salesman. 

In the meantime Mr. Bauer had studied and mas- 
tered stenography. Equipped with this knowledge, 
he entered the employ of the private banking con- 
cern of Edward Sweet & Company, New York, as 
a stenographer, remaining in the employ of this 
company for four years. 

Mr. Bauer then resigned his position in order to 
manage a large colonization scheme in Arkansas 
and Missouri, with managerial headquarters in New 
York. After six months’ experience in this work, 
which failed to succeed because of lack of funds, 
Mr. Bauer, who had by this time completed his 
Accountancy course, became associated with 
Homer S. Pace, C.P.A., in a professional and an 
executive capacity. For six months Mr. Bauer, 
though still associated with Mr. Pace, was a mem- 
ber of the Accountancy staff of Nau, Rusk & 
Swearingen, Cleveland. 

In 1912, Mr. Bauer again made a new business 
affiliation. He spent several months in Ithaca, 
New York, untangling the financial affairs of a 
street railway company that had gone into the 
hands of a receiver. Mr. Bauer was the accountant 
employed by the receivers. After finishing this 
work, he became a senior on the staff of Niles & 
Niles, a well-known New York Accountancy firm. 
Then he engaged for a year and a half in public 
accounting work in his own behalf. 

Being still attracted by the opportunities offered 
the accountant in private employment, Mr. Bauer, 
in 1914, entered the employ of the Tide Water Oil 
Company as chief accountant. A year’s successful 
experience with this firm brought him, in 1915, to 
the notice of the United Gas and Electric Corpora- 
tion, which immediately engaged him as auditor. 

Mr. Bauer, who for several years was a valued 
lecturer at Pace Institute, illustrates anew the mar- 
ket value of technical preparedness for the needs of 
modern business. Unaided, he has carved out his 
own business career, taking advantage of many 
opportunities and making others for himself in pro- 
portion as his own qualifications have developed. 
His earning power has kept pace with his mental 
growth—a fact whichindicates the demand for men 
who develop themselves into business technicians. 


——eerHAT man Haight certainly knows Ac- 
W535) Cae) countancy.” This is the sort of remark 
ped Ke<eq that Mr. Haight’s students—and he 
DANE, has had hundreds under his instruction 
See) during the past six years—are con- 
aA stantly uttering about him as a lec- 
turer. Mr. Haight deserves this tribute, for he is 
one of the ablest lecturers on “Accountancy and 
Business Administration” on the staff of Pace In- 
stitute. And his ability is the outgrowth of his 
varied business experience as well as of his mas- 
tery of the theory of the subject of Accountancy. 
It is this knowledge of what to do, how to do it, 
and why it should be done, combined with almost 
a passion for accuracy, that enables Mr. Haight to 
speak and teach with authority and finality. 

Harry H. Haight was born in Brooklyn in 1879, 
and was educated in the Brooklyn public schools. 
Conditions made it necessary for him to leave 
school and fend for himself in business. His first 
job was in the shipping department of the retail 
dry-goods firm of Hahne & Company, in Newark, 
where he got ten dollars a week. He remained 
with Hahne & Company for ten years, most of that 
time in the capacity of bookkeeper. His maximum 
pay was eighteen dollars a week. 

Mr. Haight’s next position—a much better one— 
was with Fownes Brothers & Company, glove 
manufacturers, of New York. Mr. Haight was put 
in charge of the accounts of this firm—a position 
that he held for three years, from 1o10 till 1913. 

Mr. Haight’s ambition to develop and advance 
himself had awaked simultaneously with his change 
of positions. Accordingly, he enrolled in the Pace 
Course in Accountancy and Business Administra- 
tion in 1910, graduating in 1913. During this time 
he also completed the Regents’ requirements of 
New York state for the C.P.A. degree, which he 
received shortly after his graduation from the Ac- 
countancy Course. 

Mr. Haight then resigned his position with 
Fownes Brothers & Company and became a mem- 
ber of the Accountancy staff of Homer S. Pace & 
Company. His next advancement was to the posi- 
tion of chief accountant with the Tide Water Oil 
Company, where he remained from 1916 to 1917. 
This important position he gave up in order to be- 
come assistant controller of the international firm 
of Marden, Orth & Hastings, manufacturers and 
exporters of chemicals. 

After Mr. Haight had been with this firm for 
about a year—making good as usual—the Great 
Atlantic and Pacific Tea Company, operating more 
than three thousand retail stores, found itself in 
need of a controller of broad accounting and execu- 
tive experience. Mr. Haight was the man finally 
selected for the position, which he still fills to the 
fine satisfaction of the company. 

The above is only a tabloid résumé of the high 
spots in Mr. Haight’s business career, which has 
been a step-by-step progression from one position 
to a higher one ever since the moment when he 
decided to make ready for opportunity. Nothing 
has been said about his steadfast determination to 
stick to his plan of development, once he had de- 
cided upon it. Determination—inflexibility of pur- 
pose—has always been one of Mr. Haight’s promi- 
nent traits. That’s why to-day he is the controller 
of a gigantic enterprise with a large yearly salary 
instead of an eighteen-dollar-a-week bookkeeper. 
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Dividend 
Taxation 


Tax Free 
Covenants 


ANY persons find 
difficulty in deter- 
mining the status 
of dividends under 
income taxation. The question 
arises both with corporations 
and with the returns of individ- 
uals. For example, a corporation 

is taxed upon income derived from dividends se- 

cured upon stock it holds in other corporations, 
and the individual is taxed upon dividends he re- 
ceives, subject to certain limitations. 

Dividends received by a corporation are taxed 
under the Act of September 8, 1916, at the rates 
prescribed in that Act. These dividends are not 
included in income to be taxed under the Act of 
October 4, 1917 (War Income Tax). Seemingly, 
it does not matter that the corporation declaring 
the dividends is a subsidiary of the corporation 
receiving them—the tax is payable by the receiv- 
ing corporation. 

In no case is the individual liable for the divi- 
dends on the normal tax. This liability extends 
only to surtaxes. As to these, the individual is 
liable both under the regular income-tax law and 
the war income-tax law. 

The rate of taxation is determined by the year 
in which the profits from which the dividend is 
declared were earned. Thus, in the case of an 
individual receiving dividends in 1917, paid out 
of 1916 earnings, the surtax would be paid only 
as to the rates applying under the Act of Septem- 
ber 8, 1916. No surtax would be paid under the 
Act of October 4, 1917. But if the dividend had 
been declared out of 1917 earnings, then the indi- 
vidual would be taxed under the rates for both 
years—that is, under the regular income tax and 
under the war income tax. 

Any distribution made during 1917, or during 
any subsequent year (excepting those declared 
prior to August 6, 1917, out of earnings or profits 
earned prior to March 1, 1913), is deemed to 
have been made from the most recently accumu- 
lated profits. 

In order to have the dividends taxed at the 
rates prevailing in the earlier years, it must be 
shown to the satisfaction of the Commissioner of 
Internal Revenue that, at the time the dividends 
were paid, the earnings of the year up until then 
were not sufficient to cover the dividend. 

Dividends declared from earnings or profits 
accrued prior to March 1, 1913, are not taxable 
as income. 


N the April, 1917, issue of The Pace Student, 
I discussed “Covenants in Instruments” pro- 
viding that taxes shall be borne by one of the 
parties. The specific point was a lease which pro- 
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vided that the tenant should bear all 
taxes “upon or in respect to the 
rent.” A Massachusetts court de- 
cided that this clause included the 
income tax, and in the review I referred to a 
criticism of this decision. 

This same question has arisen in connection 
with bonds. Sometimes the bonds will provide 
that the corporation shall pay the taxes. Black, 
in his book on “Income Taxes,” states that con- 
tracts in bonds and mortgages rendering the 
principal and interest tax-free do not include 
taxes on the income of the holder, unless the 
guaranty expressly includes such a tax. 

This conclusion has been reached in an Arkan- 
sas case. The corporate bond provided that the 
corporation should pay for any taxes required to 
be paid or retained therefrom by any law, with- 
out reduction as to principal or interest. But the 
court stated that the income tax is not levied 
upon the bond, nor upon the interest on the bond 
—it is levied upon the income of the holder of the 
bond. Accordingly, it seems to be the better 
view-point that income taxes are not included in 
tax-free covenants unless specifically mentioned. 


ONSIDERABLE comment has appeared in 
the newspapers concerning the War Finance 
Corporation Act, approved by the President, 
April 5, 1918. This Act confers broad powers. 
It creates the War Finance Corporation and 
what is known as the Capital Issues Committee. 
Generally speaking, the purpose of the War 
Finance Corporation is to make loans, to be used 
in furthering the war, to banking institutions and 
to business concerns. The purpose of the Capital 
Issues Committee is to supervise and pass upon 
the issuance of securities by any corporation, 
partnership, or association. 

The War Finance Corporation has an author- 
ized capital stock of $500,000,000, all of which is 
subscribed by the United States of America. 
Management of the corporation is vested in a 
board of directors, consisting of the Secretary of 
the Treasury and of four other persons to be 
appointed by the President of the United States, 
by and with the advice and consent of the Senate. 

In addition to many of the powers that are con- 
ferred upon the ordinary corporation, this cor- 
poration has special powers to make advances. 
These advances may be made, subject to limita- 
tions, to any bank, banker, or trust company, hav- 
ing outstanding loans, or to any one conducting 
an established and going business in the United 
States, the operation of which is necessary or 
contributory to the prosecution of the war. Like- 
wise, if a banking institution has rendered finan- 
cial assistance to any such concern by purchasing 


War 
Fina 
Act 


Law De- its bonds, such institution may re- 
artment ceive an advance. 
tinued) tions as to the amount which may 


There are limita- 


be advanced, and requirements as to 
the amount and kinds of security to be deposited. 

In exceptional cases, the corporation may make 
advances directly to any concern conducting an 
established and going business in the United 
States, whose operation shall be necessary or con- 
tributory to the prosecution of the war. These 
latter loans are made only in case the concern 
cannot, in the opinion of the board of directors 
of the Finance Corporation, obtain funds upon 
reasonable terms through banking channels, or 
from the general public. 

In no case, may the aggregate of advances to 
any one person, firm, corporation, or association 
exceed, at any one time, an amount equal to ten 
per cent. of the authorized capital stock of the 
War Finance Corporation. An exception to this 
is made in the case of an advance to a railroad in 
the possession and control of the President, for 
the purpose of making additions, betterments, or 
road extensions to such railroad. 

The corporation is empowered to issue bonds 
in an amount aggregating not more than six 
times its paid-in capital. These bonds must ma- 
ture not less than one year, nor more than five 
years, from the date of issue. The bonds may 
be issued at par in making the advances author- 
ized. As to these bonds, the same tax exemptions 
apply as in the case of the bonds of the Second 
and Third Liberty Loans. 

Net earnings of the corporation, not required 
for its operation, are accumulated as a reserve 
fund until the corporation liquidates, which liqui- 
dation must commence within six months after 
the termination of the war. Disposition of this 
reserve fund may be made as follows: 


(a) Investment in bonds of the United States, 
issued or converted after September 24, 1917. 

(b) Deposited in member banks of the Federal 
Reserve System, or in any Federal Reserve Bank. 

(c) Utilized from time to time in the purchase 
or redemption of the bonds issued by the corpora- 
tion. 


The Capital Issues Committee consists of seven 
members, to be appointed by the President, by 
and with the consent of the Senate. At least 
three of these members must be members of the 
Federal Reserve Board. 

It is the purpose of this Committee to prescribe 
rules and regulations, and to investigate, pass 
upon, and determine whether it is compatible 
with the National interest that there should be 
sold, or offered for sale, or for subscription, “any 
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issue, or any part of any issue, of 
securities hereafter issued by any 
person, firm, corporation, or asso- 
ciation, the total or aggregate par or 
face value of which issue and any other securities 
issued by the same person, firm, corporation, or 
association since the passage of this Act is in 
excess of $100,000.” Shares of stock without 
nominal or par value are considered, for the pur- 
pose of the Act, to be of the par value of $100 
each. In case the corporation holds its own se- 
curities in its possession at the time of the pas- 
sage of the Act, and subsequently issues them, 
they are subject to supervision. 

This supervision does not cover borrowing for 
ordinary business purposes, as distinguished 
from capital purposes. Neither does it apply to 
the renewing or refunding of indebtedness exist- 
ing at the time of the passage of the Act. Securi- 
ties once passed upon by the Committee as being 
compatible with National interest may be resold. 
Nor does the Act apply to securities of a railroad 
company, the property of which is now in the 
possession and control of the President of the 
United States, or to bonds issued by the War 
Finance Corporation. 


AUGHTER, the antidote of trouble, now comes 
to the relief of accountants who have been 
vexed with the perplexities of income and excess- 
profits tax returns. For, lo and behold, in some 
quarters the accountants are held responsible for 
these perplexities. Imagine my surprise, a few 
days ago, to hear a group of lawyers censuring 
the accountants for the complications of the law. 
“What else would you expect,” said one of them, 
“from the accountants? They got these returns 
up so that nobody could understand them except 
themselves.” Those accountants whose advice to 
Congress on income taxation was completely 
ignored, and who, afterward, upon invitation of 
the Government, helped to frame regulations 
which would bring the Act within the possibility 
of human understanding, may well be amused 
over this remark. It is quite in line with another 
conversation that I accidentally overheard. Two 
men were discussing the returns in a restaurant. 
One said to the other, “The fellow that got those 
returns up was a genius. If you try to get out of 
something on one page, you turn to the next, and 
find you are caught. They say the fellow who 
got them up was a clever New York accountant, 
named Waterhouse.” This will be news to 
Joseph E. Sterrett, C.P.A., of the firm of Price, 
Waterhouse & Co., who assisted in constructing 
the forms for the returns. 
Needless to say, I inquired into the basis of the 
rumor that the accountants were responsible for 
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T is my understand- 
ing that a license 
is revocable at any 
time by the person 
who grants it. Furthermore, I 
understand that tickets sold to 
the patrons of a theater confer 

J a license. Does this same rule 

apply to patrons of a restaurant? If so, kindly 

inform me why a colored man, denied admit- 
tance to a restaurant, recently recovered damages 
from the keeper of the restaurant? 

Patrons of a restaurant have a license to go 
upon the premises, which is revocable at the will 
of the owner of the restaurant, or of his agent. 
In all these cases, however, the right to revoke 
may be limited by statute. 

In the state of New York, the Civil Rights Act 
provides that no person shall be refused admit- 
tance to, or accommodations in, a place of public 
amusement, or in restaurants, because of race, 
creed, or color. Probably, the colored man in 
question recovered under the provisions of this 
statute. Aside from cases of this kind, the right 
to revoke a license is still retained by the pro- 
prietors of restaurants, theaters, and places of 
amusement. For example, since the passage of 
the above Act, several theater managers in New 
York agreed among themselves not to admit a 
certain newspaper critic to any performance. The 
critic instituted action, but the court held that 
this was within the power of the theatrical man- 
agers. 


PACE 


UR organization has just introduced con- 

trolling accounts for accounts receivable. 
Shortly after the controlling account had been 
raised, a customer, whose account had been writ- 
ten off as a bad debt, remitted the balance which 
had been written off. Kindly advise me as to the 
entries in the books. 


The following may be suggested: 
NAME OF CUSTOMER 


CUSTOMERS’ CONTROLLING XX 
ACCOUNT 
To RESERVE FOR BAD DEBTS... XX 
To raise account for previously 
written off. 
CASE gre eiriemite ae nce sere tet ete ee dats XX 
To NAME OF CUSTOMER 
CUSTOMERS’ CONTROLLING ?.. xX 
ACCOUNT 


To record payment account of 
previously written off. 


Comment may be made concerning each of the 
accounts contained in the first of these entries. 
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‘ It is desirable to pass the entry 
through the customer’s account, in- 
stead of making the debit to Cash 
and the credit to the Reserve in one 
entry. The reason for this is, that there is avail- 
able for future inspection the account of the cus- 
tomer. The Customers’ Controlling Account is 
debited in the first entry and credited in the sec- 
ond. Since these entries offset each other, they 
may be omitted if desired. There is some question 
as to the credit to Reserve for Bad Debts. The 
ultimate effect of this is to increase the profit- 
showing for the year, because a credit of this kind 
would naturally decrease the amount charged 
against profits in setting up the succeeding instal- 
ment for the Reserve. Nevertheless, in cases 
where the amounts are small, and the influence 
upon profits but slight, this may be done. In case 
the amount is large and would result in distort- 
ing profits, as between years, it is desirable to 
make a credit directly to Surplus, in the case of 
a corporation, or to the capital accounts in the 
case of a partnership or sole proprietor. 

Under the income-tax law, the amount col- 
lected would, in its entirety, be income for the 
year in which the collection is made. 


CORPORATION has common stock out- 

standing of the value of $500,000, and pre- 
ferred stock of $500,000. The preferred stock- 
holders are entitled to receive, upon liquidation, 
the par of their shares before anything is distrib- 
uted to the common stockholders. At the end of 
a year, a deficit is shown of $250,000, there being 
no previous surplus against which this amount 
may be applied. Kindly inform me how the pro- 
prietorship interest may be displayed on the Bal- 
ance Sheet, so as to show the equity of each class 
of stockholders. 

The following display may be used: 


Capital Stock: 
Preferred Stock (par value 
and book value) 
Common Stock 
Less Deficit 


air, dene $500,000 
$500,000 


250,000 


CC 


ere e err ee sre eee 


Book Value, Common Stock..... 250,000 $750,000 

In this way the respective proprietorship inter- 
ests of the stockholders are set forth. Objection 
may be made that the total of the par of the capi- 
tal stock is not shown. If this is desirable, then 
the words “Book Value Capital Stock (par value 
$1,000,000)” may be set opposite the last item of 
$750,000. 


ILL attendance upon courses of Account- 
ancy, such as are conducted in Pace Insti- 


Juestion 
and 
Answer 
Depart- 
ment 


ontinued) 


A 


tute, count for part of the experience 
required for the C.P.A. degree? 

Unfortunately, no specific credit is 
given in New York for work accom- 
plished in any professional school of Account- 
ancy. In preparation for the practice of law, office 
experience will be accepted in case a student does 
not make preparation in a regular Law School, 
the latter being the usual and accepted method of 
preparation. In Accountancy, the entire weight, 
so far as preparation is concerned, is placed upon 
experience, and no credit is given for study in 
schools. This condition is undoubtedly wrong, 
because the person who prepares for Account- 
ancy by consistent study over a term of two or 
three years, and who has accounting experience 
during that time, undoubtedly has a better prepa- 
ration than the person who has the experience 
without the school work. While there is no im- 
mediate prospect that the ruling will be changed, 
it is to be hoped that in time recognition will 
be given to schools that maintain satisfactory 
courses of study. 


ILL you kindly inform me what is meant 
by the term “allotment,” as used in con- 
nection with the pay of soldiers and sailors? 

The term ‘‘allotment,’’ when used under the cir- 
cumstances you mention, means an assignment 
of pay. It was originally intended to cover the 
cases of soldiers and sailors transferred to duty 
in foreign countries, who wished to make some 
provision for dependent relatives. These soldiers 
and sailors would make a whole or partial assign- 
ment of their pay, and a check would be for- 
warded, by the department at Washington, to the 
assignee each month. The paymaster would de- 
duct from the soldier’s or sailor’s pay, for each 
month, the amount of the assignment. In this 
way, the dependents of the soldier or sailor were 
relieved from the delays that would otherwise 
occur if the soldier or sailor was compelled to 
forward his contribution to their support from 
the foreign country. This privilege has been ac- 
corded the soldier and sailor in the United States 
under certain exceptional circumstances. Like- 
wise, it has been extended to other meritorious 
cases than those of relatives—for example, pay- 
ments to educational institutions. 


INDLY advise whether the consignor or 
consignee is to pay the war tax on freight 
covering shipment made under the following con- 
ditions: 
(a) Shipment for sale, terms of which are f.o.b. 
point of destination. 
(b) Shipment, terms of which are f.o.b. point 
of shipment. 
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(c) Shipment, terms of which are 
f.o.b. point of shipment, freight al- 
lowed to destination. 

In each of these cases, it is as- 
sumed that it is an absolute sale, and not a for- 
warding of goods on a consignment basis. 

If the terms are “f.o.b. point of destination,” 
then the shipper pays the tax. The legal de- 
cisions on the meaning of this term are to the 
effect that all of the costs of getting the shipment 
to the place of destination are to be borne by the 
person who undertakes to ship them f.o.b. that 
place. 

In case the terms are “f.o.b. point of shipment,” 
then the vendee pays, or, in case the vendor pays 
the freight, he has a right to charge the tax and 
the freight to the vendee. 

The last query, that in which the terms are 
“f.0.b. point of shipment, freight allowed to desti- 
nation,” presents some difficulties. Research has 
failed to reveal any adjudicated case on this 
point. Hence, an opinion must be expressed 
upon principle. The war-tax Act places upon the 
person or persons for whom the service is ren- 
dered the obligation of payment. It would seem 
that if it were understood that freight was to be 
paid by the person shipping, that person is 
chargeable with the obligation of the tax, in the 
absence of an express agreement to the contrary. 
This opinion is substantiated by the general rule 
that the person who is obligated by law to pay 
the tax in the first instance, is presumed to be the 
person who, in the absence of agreement to the 
contrary, bears the ultimate burden of the tax. 


OME persons whom I have met tell me that 
the interest on Liberty Bonds is exempt 
from income taxation. Others state that only 
part of this interest is exempt. Please tell me 
which of these is correct. 

All interest on the First Liberty Loan is ex- 
empt from income and excess-profits taxation. 
On the Second and succeeding Liberty Loans, 
only a portion of the interest is exempt. The 
interest is exempt on the latter in the case of the 
income tax of corporations, and in the case of the 
normal income tax as to individuals. Excepting 
such part of the interest as is received on a prin- 
cipal of $5,000, or less, the interest on the Second 
and succeeding Liberty Loans is not exempt as 
to the excess-profits tax, nor as to the surtax of 
individuals. 


LEASE explain to me what the initials 
“cif.” mean. 
These initials mean that the cost of carrying 
the goods, and of insuring the goods while in 
transit, is included in the price quoted. 


Edi- AVE you ever con- The scant attention was paid to the ac- 
torial || Gm sidered the business PACE AYE UDENT countants who tendered their ser- 
VWaeg>~). worth—the dollars- Mis, Tosh vices to the Government. Not until 
Business and-cents value—of f after some of these services had been 
Value of |IN a buoyant, cheerful, forward- rendered was their value appreciated. A marked 
Optimism | looking attitude of mind? With change has resulted. To-day the accountant is 
it you can plan, promote, and welcomed by the Government officials, and close 
drive through business enter- attention is given to his suggestions. This crisis 
prises; you can engage, direct, and control busi- has done much to increase the prestige of the 
ness associates; and you can reap daily dividends profession, because the accountants have proved 
of satisfaction and money’s worth. A gloomy, capable of meeting every one of the exacting de- 
foreboding, cheerless attitude of mind inhibits mands that have been made upon them. 
plans, breaks down morale, and operates gener- 
ally as a drag upon every enterprise that is sup- CCORDING to the news notes in several 
posed to move forward. Men of equal technical business publications, a number of factories 
ability are found on many different rungs in the are reducing the kinds of articles they produce. 
ladder of success; the high attainment being fully These reductions have been in the direction of 
as much dependent upon an optimistic attitude of eliminating products which were practically du- 
mind as upon technical abili- plicates of other products. 
ties. Cultivate, therefore, a For example, a stove factory 
cheerful attitude of mind. THE PACE STUDENT reduced the number of its 
Inhibit all talk of unsatisfac- styles of stoves, but retained 
tory, unsuccessful, and nega- A Magazine of Service a sufficient variety to meet 
tive things. Discuss the : every need. 
constructive, affirmative, sat- Latere rant a Too often, production has 
: i the Purpose, Spirit, and Needs A 
isfactory things. Develop Paden Boe been governed by the desires 
the habit of living on the. sai imation Keren of the sales department in 
hopeful and favorable side Published Monthly this particular. A number 
of affairs. The immediate of kinds or styles have been 
joy of living is enhanced, Subscription Price $1.00 produced solely with the 
and the ultimate dividends a Year, Payable in Advance idea of attracting patronage. 
will be larger. Even in peace times, it was 
: a question as to whether 
Cost-Plus OT long ago I had the rine or ree iad saa ued tees had not gone too 
Impetus privilege of visiting a gO, CHET Ch Stages far in this direction. 

A cone factory which was doing New York An accountant of wide ex- 
Government work on the perience in the bakery busi- 
cost-plus basis. Conversa- pak ed ah arti ness has always maintained 
tions with the accountants that there are too many va- 
in charge brought out the fact that many changes __rieties of bread and rolls manufactured, and that 
had been instituted as a result of this contract the bakers would be better off if they reduced the 
work. These changes were all in the direction of number. His statements were substantiated when 
systematizing the methods of production and the one large bakery arbitrarily reduced the number 
accounting records. It seems that the propri- of varieties, and was able to give the consumer 
etors of the establishment intend to adopt these better value as a consequence. 
changes permanently, because of the benefit to be Elimination of needless styles or kinds is a 
derived from a more complete control of produc- right move in the right direction, because it re- 
tion. Unquestionably this same situation exists duces waste. : 
in many other factories operating on the cost-plus 
plan. Although that plan has been criticized, it OVERNMENTS, as well as individuals, 
will have, in some instances, an educational effect must frequently know the condition of the 
which will outweigh its alleged disadvantages. Nation. In these times, it is desirable that the 

man-power available for the Nation’s needs be 

rovernment SANDERS DAVIES, Esgq., president of inventoried. The newer developments in admin- 
Officials . the American Institute of Accountants, istration of the Universal Service Law cover this 
bugs cana recently gave a very interesting side light on the as to the men who are drafted. In addition, there 


attitude of Government officials toward account- 
ants. It seems that in the early days of the war, 
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are needed a large number of ‘men for civilian 
work of a public character. 


Red 
Kine 
to S. 


closing 
ames of 
Clients 


Under the charge of the Depart- 
ment of Labor, there is being organ- 
ized the United States Public Ser- 
vice Reserve. This Reserve is in- 
tended for men who want to work to help win the 
war, and who are ready, when the call comes, “to 
give up jobs which are not vitally important in 
war times, and take jobs where their country 
needs them and where they can count for vic- 
tory.” 

The kind of men needed includes all classes— 
that is, professional men, engineers, artisans, and 
laborers of all kinds. Those especially needed 
are mechanics, artisans, and skilled laborers of 
all kinds—men who can work with tools. Enrol- 
ment in the Reserve is not a ground for exemp- 
tion from the draft, and if a man in the draft is 
likely to be called soon he is not advised to enroll. 

The candidate fills out an application for en- 
rolment, which may be obtained from the Depart- 
ment of Labor, and which is then forwarded to 
the Department of Labor, United States Public 
Service Reserve, 1712 I Street, Washington, D. C. 
Men enrolled have their capabilities recorded and 
carefully indexed. They are notified as to when 


The 


PACE 


their country needs them. At an additional cost 


of twenty-five cents, they secure a certificate and 
bronze button as official recognition that they are 
enrolled. Although no obligation exists to re- 
spond to a call when it comes, yet it is desired 
that only men who are really ready and able to 
respond should enroll. W. E. Hall is the director 
of the department in charge of this activity. 


HE junior accountant, like other men, learns 

largely in the hard school of experience. The 
following letter evidences a bump that will leave 
an educational effect: 

“My employer, a practicing accountant, re- 
cently criticized me because I mentioned, in gen- 
eral conversation, the fact that we were making 
an audit for a client. I resented the criticism be- 
cause, so far as I can see, no harm could come 
from what I said—the audit was a quarterly, rou- 
tine matter; there was no question about the sol- 
vency of the client, and I disclosed nothing more 
than the fact that I was working on the job. 
Was I right in resenting the criticism?” 

The junior—he could hardly have been a senior 
—committed an error, and was wrong in resent- 
ing the criticism. Accountants not only hold 
inviolate the facts which come to their knowledge 
by reason of their professional relations, but they 
refrain as well, in almost all cases, from giving 
publicity to the fact that they have relations with 
particular clients. An investigation by account- 
ants often indicates some doubt or dispute as to 
the affairs of the client, and the public is not 
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always able to draw the correct con- 
clusions. The accountants adopt the 
safe rule, therefore, of leaving to 
their clients the matter of making 
known the fact of their employment. The rule is 
especially binding upon all employed accountants, 
as, in the nature of things, they are not in posi- 
tion to decide matters of policy for their firm. 
The young accountant should confine his talk 
about his work to his immediate associates in the 
work, and fall back upon commonplace topics for 
the purpose of general conversation. 


AJOR J. LEE NICHOLSON recently 

stated that since taking up his duties in 
the Ordnance Department, a few months ago, he 
has handed down over three hundred decisions 
on accounting questions arising out of cost-plus 
contracts. Only those familiar with this work 
can surmise the intricacies of the questions which 
arise. Mr. Nicholson has mentioned that many 
of the difficulties occur in factories which may be 
manufacturing goods for the general public, may 
be working under a cost-plus contract for the 
War Department, under another cost-plus con- 
tract for the Navy Department, and perhaps on 
a straight-purchase basis as to one of the other 
Government departments. 

Separating and analyzing the costs in a situ- 
ation of this character is extremely difficult. 
Nevertheless, the number of decisions rendered 
are illustrative of the many questions which may 
arise in accounting matters, some of them en- 
tirely new. It is this which lends interest to the 
practice of the profession. 


AVID E. BOYCE, C.P.A., recently cited 

some interesting experiences of accountants 
in cantonment work at a meeting of the New 
York C.P.A. Society. In the beginning of his 
stay at Camp Upton, he and his staff were quar- 
tered in tents. Much of the equipment necessary 
for many of the comforts of life was missing. 
Mosquitoes were thick and “gas masks” had to 
be worn. In the early days of the work, the 
place was like a rough mining town of the West. 
One night two members of Mr. Boyce’s staff 
were summarily ejected from their tents by 
others who wanted the accommodations. Mr. 
Boyce did not relate just what he said to the 
staff on this occasion, but it is a matter of record 
that a like attempt on a succeeding night was 
gallantly repulsed. His address abounded with 
other incidents illustrative of the hardships and 
novel experiences of accountants engaged in this 
cantonment work. 


War Ac- 
counting 
Problems 


Account- 
ants in 
Canton- 
ments 


Real- 
Estate 
State- 
ments 


Elmer O. 
Stevens, 
C.P.A. 


N order properly to 
prepare, and prop- 
erly to comment 
upon, a statement, 
it is necessary to have some idea 
of the facts for which the state- 
ment stands. Accordingly, many 

of the propositions that are given 
in examinations test-the familiarity of the student 
with a type of business. These problems afford 
the examiners an opportunity to test the ability 
of the student to look behind the items set forth. 
Such is the apparent purpose of a proposition 
given in the last examination in New York. This 
proposition concerns a real-estate agent. Al- 
though its solution is simple, yet a blind follow- 
ing of procedures, ordinarily used in other lines, 
would result in an incorrect solution. 


The proposition reads: 


“Albert River, real-estate agent, submits his 
accounts, which are fully adjusted and ready to 
close, for examination and audit. 


Trial Balance, December 31, 1916 
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Casha Ma Pen ru ela anna radon $23,328.00 
Men ants ee ele aloes veces Uwe adele 1,856.00 
ActruedsRentaun si iivanyee ones $1,856.00 
Owners for Property Sales ........ 5,350.00 
Clients ‘tori Rents G0 02es oe eee 13,818.00 
TradéiCreditorsiie sci. seer ciee 31,220.00 
BOGS ee ee ce caer hiis teaene ulin, bre Clot tes 250.00 
Commissions Janey ol ise iat ndte hae 6,237.84 
DASCOUNES pS eGieeeictitelnincets ereleluessyshelsle 360.00 
FEXDETISCS HOt Ge Bhilai ase aie hoietanariaans 2,000.00 
Dra wiles Wet pele weve ite amoie tae ee ee 4,000.00 
Ofice Hurniturejouese cen ceiaeeslne 500.00 
Capital ee le Morente gcse. neat 3,294.16 


Investments in Unimproved Real 


Estate (personal) 30,708.00 


eer eee ee on ewes 


$62,392.co $62,392.00 


“Furnish a statement showing River’s financial 
relations and status, with brief comments as the 
accountant.” 


COMMENTS BY ACCOUNTANT 


In accordance with your request, I have exam- 
ined your accounts and am pleased to submit 
herewith Balance Sheet and Income Statement. 
Comment on the Balance Sheet will be made as 
to the condition of your working capital. 


WORKING CAPITAL 
Current Assets: 


Cagh acai tee OLE ATEN be tt, $23,328.00 
Investment in Unimproved Real Estate. 30,708.00 
$54,036.00 

Current Liabilities jis 3/0 tailed ss Cae 50,394.00 
Working |Capital (i.e ae tae pase aks 5 $ 3,642.00 
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It cannot be said that this condi- 
tion of working capital is favorable 
from the standpoint of future oper- 
ation. You will note that liabilities 
will fall due within a short time amounting to 
$50,394. The cash on hand—$23,328—added to 
what you may obtain over and above expenses, in 
the way of commissions, fees, and discounts, be- 
tween now and the maturity of the liabilities, will 
probably be insufficient to meet these liabilities. 
Furthermore, it is unlikely that sales of the real 
estate, in an unimproved condition, will either 
meet the situation or be desirable from the stand- 
point of your business. 

There is a possibility of your obtaining some 
loans by mortgage on the unimproved real estate. 
Nevertheless, as you are aware, the amount thus 
possible to be secured would be hardly sufficient 
to correct the condition and enable you to meet 
the liabilities in question. Furthermore, it is un- 
likely that a bank, on the strength of this state- 
ment, would advance a short-time loan. Even if 
a short-time loan could be obtained, you would 
be confronted with the necessity of meeting the 
loan at its maturity, so that it is doubtful that 
this would remedy the situation. 

Accordingly, it would seem that the best means 
of meeting the situation would be to obtain addi- 
tional capital through the medium of contribu- 
tions of capital. This will be all the more neces- 
sary, if it is your intention to improve the real 
estate before offering it for sale. 


COMMENTS ON SOLUTION 


Much of the comment that may be made on 
the solution has been made in the Comments by 
the Accountant. Nevertheless, there are some 
matters which are illustrative of the necessity of 
considering the nature of the business of Mr. 
River. 

It is to be noted that Mr. River is a real-estate 
agent. Accordingly, the item “Tenants” is not 
an asset as to him. Furthermore, the item of 
“Accrued Rents” is not a liability. 

It is assumed that the investment in Unim- 
proved Real Estate represents a current asset. In 
all probability, it is the intention of Mr. River to 
improve this real estate and to sell it. Accord- 
ingly, it is an asset that is held for purposes of 
realization. 

In a Balance Sheet of an ordinary business, the 
item “Accrued Rents” would represent a liability, 
and the item “Real Estate” would represent a per- 
manent, rather than a current, asset. Seemingly, 
it is the intention of the examiners to test the 
applicant as to the treatment of these two items 
in the special case of a real-estate operator. This 


Real- 
Estate 
tements 


ntinued) 


emphasizes the importance of classi- 
fying items according to the facts, 
instead of depending upon the name 
or common use of the specific item. 

Naturally, a solution of this character does not 
permit of detailed comment on the steps taken 
in the audit. Nevertheless, it is desirable to 
point out that sometimes real estate is valued, by 
real-estate operators, on an appraisal rather than 
a cost basis. Should this be the case, caution 
must be exercised, and the method of valuation 
clearly pointed out in any certification by the 
accountant. Price values may be market values, 
in which event the practice is analogous to taking 
inventory at selling price instead of cost price. 
This is a precaution which must be taken in all 
balance sheets of real-estate operators. 
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ALBERT RIVER 
Balance Sheet as at December 31, 1916 


ASSETS 
OAS rer adoro uclal Rants ata oles oped $23,328.00 
Investment in Unimproved Real Estate. 30,708.00 
OMICS MM ULTICUEE Deere flee cea shite s cuales bate 500.00 
$54,535.00 
LIABILITIES 

PETA EN CLEGICOLS wayne aa ae a et Je iss see! ¢ $31,220.00 
Clients for Rentsics is cases yi. cea ks 13,818.00 
Owners for Property Sales ............. 5,356.00 
$50,394.00 

MEAL 5) Poh ht itests sisi nels eel +4 $3,294.16 

Wetslncomes 4. ae: 4,847.84 

$8,142.00 

Drawings sisscus eae 4,000.00 
4,142.00 
$54,536.00 

Note: Accrued Rents due from tenants 
ETVGUIITE COT otaters Vejiaicsic: slater G lad ate tals iol ole ema $1,856.00 


ALBERT RIVER 


Statement of Income and Expenses for the year 
ended December 31, 1916 


REE CIA@RIONS 1/505 Al nite Wide a Yieliac Wiuelaeis $6,237.84 
MDISEOUTESIY, ioceieial es ouera: cessuelaie le sierein qialsiadteninne 360.00 
Leo oes a ies NE TE i, Aare APM A a 250.00 
$6,847.84 

Expenses ......... a ALE TD a Te SNe 2,000.00 
INGGRINCOME Doyo al hy uate mele 6 $4,847.84 
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A Deeside arpa in balance sheets 
STUDENT of subscriptions to Liberty 


Bonds and liability thereon has re- 
cently been considered by the Exec- 
utive Committee of the American Institute of 
Accountants. W. Sanders Davies, president of 
the Institute, announced the decision in a letter 
to the members. 

The following is a quotation from the letter of 
Mr. Davies: 


“It was decided that, inasmuch as it was felt 
that it was the intention of the Government that 
the liability on Liberty Bonds should not work 
to the detriment of a subscriber to the bonds, 
there could not be any objection to setting up 
the subscription as an asset on the balance sheet, 
and deducting therefrom the unpaid instalments 
not due and the amount of money actually bor- 
rowed for the purpose of paying for the bonds so 
subscribed. It was further thought advisable to 
submit this proposal to the Federal Reserve 
Bank, of New York. 

“This was done, and as the Federal Reserve 
Bank has accepted this view of the matter, it is 
suggested that members and associates of the In- 
stitute should use either of the following ways of 
showing the subscription and liability on Liberty 
Bonds in a balance sheet :” 


U. S. Liberty Bonds (including 
$z0,000 subscribed by employees) $50,000.00 


deduct: Unpaid instalments not due 20,000.00 


$30,000.00 
10,000.00 
$20,000.00 


deduct: Payments by employees .. 


or 


U. S. Liberty Bonds (including 
$20,000 subscribed by employees) $50,000.00 


deduct: Unpaid instalments not due 20,000.00 


$30,000.00 

deduct: Amount borrowed to invest 
ANS DOTLGS HAR edie mieten esl olla istehes eeleleal 10,000.00 
$20,000.00 
10,000.00 


$10,000.00 


deduct: Payments by employees .. 


GAIN the accountants are to codperate with 

the Government. This time the Treasury 
Department is asking for the help of accountants 
in verifying the income-tax returns. As one 
prominent accountant said: “We thought our 
troubles were over; now they are just about to 
begin on the other end of the line.” Seldom does 
the Government engage in any activity in these 
war days without showing appreciation of the 
value of the services of accountants. 


Display 
of 
Liberty 
Bonds in 
State- 
ments 


English 
Depart- 
ment 


Horatio 
N. Drury, 
A.B. 


Vocabulary 
Building 


Y vocabulary is 
very poor. What 
can I do to en- 
large and improve 
itt This, is sa 
common plaint; it 
is uttered very 
often by those 
supposedly well 
educated, as well 
as by those that have had limited 
educational opportunities in their 
youth. To have a large stock of 
words in ready supply, whatever the 
topic arising for oral or written dis- 
cussion, surely this is a laudable am- 
bition—one which, when realized, 
both gives cultural satisfaction and 
increases business equipment of the 
market-value kind. This is a fact 
which all thinking persons concede. 

Yet, curiously enough, many per- 
sons seem to think that the acquisi- 
tion of a copious vocabulary is a 
painful and mysterious problem, the 
key to which is held by only the 
linguistically gifted. Nothing could 
be more at variance with the truth. 
Granted that some persons, by rea- 
son of temperamental aptitude and 
early associations, can assimilate 
words and phrases with natural ease, 
the fact remains that everybody who 
goes about the business of building 
up his vocabulary in a systematic 
manner can gain results that will far 
more than justify the time and en- 
ergy invested in the work. There is 
no mystery about the matter of vo- 
cabulary building; it is simply a 
question of study, and of using the 
fruits of study. 

Many constructive suggestions 
might be given as to how to enlarge 
one’s vocabulary. So far as this 
article is concerned, only one matter 
will be discussed—synonyms. Syno- 
nyms, as is generally known, are 
words that express variations of the 
same fundamental idea. One reason 
for halting, inadequate expression is 
that one word is often forced to do 
duty for each of several ideas, fun- 
damentally related, it is true, but 
decidedly different as to specific con- 
notation. It follows that when one 
possesses an associated group of four 
or five synonyms, one will uncon- 
sciously acquire the habit of express- 
ing ideas with ease and with pre- 
cision. 

To master synonyms means to 
study them, and then to use them in 
sentences of one’s own construction. 
A few groups of synonyms, which 
are here studied for illustrative pur- 
poses, follow: 

Ask, request, beg, beseech, sup- 
plicate, implore. “To ask is to seek 
to obtain by words. But the charac- 
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ter of the words may vary from the 
humblest entreaty toa demand. Ask 
is the simplest and broadest term 
for making a request. It implies no 
particular sort of relationship, as of 
superiority or inferiority between 
persons. The master asks the ser- 
vant, and the servant asks the mas- 
ter to do a thing. It is the ordinary 
form for expressing ordinary require- 
ments. 

“Request is a more polite word 
for the same thing. Nevertheless, it 
is sometimes used with an implied 
sense of authority, amounting virtu- 
ally to a command. Request is not 
a strong term, carrying with it 
neither urgency of want nor vehe- 
mency of words. 

“Beg is more earnest; and, except 
when used in a kind of irony, is the 
act of an equal or an inferior, as 
request may be of an equal or a su- 
perior. We may beg boldly or tim- 
idly, but in any case, some degree 
of dependence is involved. The term 
is a useful one when the speaker 
wishes to combine impressiveness of 
entreaty with deference or respect. 

“Beseech and entreat are much 
the same, but beseech belongs more 
to feeling; entreat, to argument. 
We entreat an equal by what he 
knows, feels, or understands; we 
beseech a superior by his goodness 
or his greatness. Condescension is 
implied when we entreat an infe- 
rior, as a father entreats a son to 
be more diligent for his own sake. 

“Supplicate and implore both im- 
ply extreme distress and earnest- 
ness. We may implore equals, but 
we supplicate only superiors, for 
supplication denotes abject humil- 
ity, as in the case of a slave or an 
offender. We commonly beseech 
on the ground of personal influence. 
We implore in order to move the 
feelings, as of pity, sympathy, or 
compassion.” 

Difficulty, obstacle, obstruction, 
impediment. “Difficulties are gen- 
erally complicated, whereas obsta- 
cles and impediments are usually 
simple. Difficulties are usually sur- 
mounted, not by vigor, energy, reso- 
lution, hardihood, and the like, but 
by patience, skill, and perseverance. 

“In marching through a foreign 
country, the general would find dif- 
ficulties in the incidental things—in 
the poor condition of the roads, in 
the nature of the climate, in the 
disposition of the natives, in the 
scarcity or the remoteness of pro- 
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visions. A precipitous valley sud- 
denly yawning under the feet of the 
soldiers could be an obstacle, that 
is, a barrier to their progress. 

“A river might be an obstacle, 
a heavy cloak an impediment, to the 
traveler. In common parlance, dif- 
ficulties are met and solved, obsta- 
cles surmounted, and impediments 
removed. It is obvious that the 
same thing may be sometimes all 
three, according to the point of 
view from which it is regarded. The 
eloquence of Demosthenes was to 
Philip of Macedon a difficulty to be 
met with his own resources, an ob- 
stacle to his own ambition, and an 
impediment in his political career. 

“Difficulties perplex, impediments 
embarrass, obstacles deter or retard. 
Difficulties commonly arise out of 
the inherent nature and character of 
the matter in hand. Obstacles come 
from foreign causes. Impediments 
come from established law or su- 
perior force.” 

Diffidence, modesty, bashfulness. 
“Bashfulness is a_ constitutional 
feeling, whereas modesty is a vir- 
tue. Bashfulness is extreme mod- 
esty. It is an instinctive, almost 
animal sensation, though involving 
intelligence. It is not unbecoming 
in young persons of either sex, es- 
pecially in the presence of elders or 
superiors. It betrays itself in a look 
of self-conscious timidity, and in 
grown-up persons it is a defect 
amounting to a mental disease. 

“Modesty is the absence of all 
tendency to overestimate one’s self, 
while diffidence is the positive dis- 
trust of ourselves. Modesty is in 
some respects much unlike diffi- 
dence, for the modest man, though 
inclined to claim less than his due, 
and to accord to others more than 
their due, is not deterred from such 
efforts in the struggle of life as are 
needful to do justice to himself; 
while diffidence, if it be a habit of 
the disposition, leads to positive in- 
justice to one’s self and to one’s 
own powers.” 

The value of the study of syno- 
nyms becomes at once apparent— 
additional examples are not needed. 
The person who is a master of words 
has come, through painstaking but 
interesting study, to have a feeling 
for the lights and shades—the 
“nuances,” the French say—of ex- 
pression. Such a person, when the 
word or the occasion for expression 
is at hand, can focalize his. mental 
powers upon the thought to be ex- 
pressed. Hedoes not need to bother 
about his vocabulary—he knows that 
the right word will be ready for dis- 
ciplined service. 
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the confusion attendant upon the ad- 
ministration of the law. My lawyer 
friends retorted, “If they weren’t re- 
sponsible, why did they have put on 
the returns, ‘Were your accounts 
audited by a public accountant?’” 
Thus it is that the recognition of the 
value of the services of accountants 
to the Government in clarifying the 
law, evidenced by this question, is 
held proof positive that the account- 
ants are to blame. There is at least 
the satisfaction of realizing that the 
criticism is confined to but a few 
lawyers, who have not taken the 
trouble to ascertain the facts. 


CCOUNTING plays its part in 
preventing waste in food pro- 
duction and distribution. Ex- 

perts of the United States Depart- 
ment of Agriculture are trying to 
impress this fact upon farmers and 
enterprises interested in agriculture. 
The means adopted is the publica- 
tion of booklets on accounting for 
farms and allied enterprises. One of 
the most recent of these is “A Sys- 
tem of Accounting for Fruit Ship- 


ping Organizations.” 


This system is based upon the 
type of fruit-shipping organizations 
found on the Pacific Coast. These 
associations assemble at a central 
point fruit which is grown in the 
neighborhood by the various grow- 
ers, and market the output of these 
growers. The marketing is done 
through the medium of a selling- 
agent or, in some cases, directly. 

The system has been tried out in 
eight representative organizations. 
In these organizations its operation 
was closely supervised, and was 
found to meet requirements. One 
of the objects of the system is uni- 
formity. These organizations inter- 
change information, the value of 
which is greatly increased if the ac- 
counts from which the information 
is obtained are uniform. 

Among the peculiarities which 
the system must meet are those per- 
taining to the furnishing of supplies, 
shipping boxes, crop estimates, and 
advances to growers. 

Sales of supplies to growers by 
the Association are taken care of by 
charge tickets, made in duplicate. 
The originals are retained and the 
duplicates given to the growers for 
their records. The grower signs the 
original as a receipt. 

In connection with the boxing, 
proper credit must be given the 
growers for the number of boxes de- 
livered by them containing loose 
fruit for packing, and they must be 
charged with the number of empty 
boxes returned from the packing- 
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house. Initial sales of boxes to 
growers are recorded on the charge 
ticket heretofore referred to. On the 
receipt for the loose fruit given the 
grower, there is provision for ac- 
knowledging the number of boxes 
received. Boxes returned to grow- 
ers are taken care of by a memoran- 
dum receipt. A box register con- 
tains an account with each grower 
for boxes and provides control. 

It has been found that estimating 
the crop facilitates sales. The crop 
is estimated sometimes by employed 
experts, and sometimes by the 
grower. Against the estimate there 
is a record of the number of orders 
filled. Accordingly, the form used, 
called the estimate and order regis- 
ter, shows a comparison between the 
estimates and the fruit finally sold. 

Advances to growers are often 
made by these associations, because 
of delays in disposing of the fruit. 
Moreover, advances may be made 
during the harvest season to assist 
the grower in financing harvesting 
operations. A special schedule of 
advances to growers provides the 
necessary record. 

The system outlined is very com- 
plete, containing over thirty-two 
forms. These forms are fully set 
forth in the Bulletin. A study of the 
forms, together with the explanation 
given of each, affords an insight into 
the manner in which many account- 
ing problems, arising out of the 
peculiar nature of these associations, 
have been met. The number of the 
Bulletin is 590, and may be obtained 
from the Government Printing 
Office, Washington, D. C., the price 
being ten cents per copy. 


JOHN M. KROLICK, Accountancy 
Institute of Brooklyn, has taken a 
position as ledger clerk with Wil- 
liam Demuth & Company, having 
left the employ of the Burroughs 
Adding Machine Company. 


WALTER R. CURRAN, Account- 
ancy Institute of Brooklyn, has sev- 
ered his connection with the Eise- 
mann Magneto Company to enter 
the employ of The Scarsdale Es- 
tates, as bookkeeper. 


LAWRENCE LEHMAN, New York 
Institute of Accountancy, has ac- 
cepted a position as bookkeeper with 
the United States Food Administra- 
tion, having resigned as bill and en- 
try clerk from Morimura Bros. 
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EDWARD F., HOLSTEN, Pace In- 
stitute, has accepted a position as 
accountant with the Aetna Refining 
Company, having severed his con- 
nection with the Lehigh Valley Coal 
Sales Company. Mr. Holsten will 
be located in Louisville, Kentucky. 


HOMER S. PACE delivered his lec- 
ture, “The Long Haul,” before the 
Railroad Men’s Improvement So- 
ciety, in New York, on April 11, 
1918. This address was delivered 
upon special invitation of the so- 
ciety. Those who have heard the 
address will recall that it applies a 
well-known railroad principle to vo- 
cational planning for life’s activities. 
The address was directly in line 
with the objectives of the Railroad 
Men’s Improvement Society. 


IT IS WITH SORROW that The 
Pace Student announces the passing 
away, on March 14, 1918, of Murt 
McDonald, a student in Semester B, 
Pace Institute. Mr. McDonald was 
a conscientious and earnest student 
with an excellent record. 

Last fall he entered military ser- 
vice, and stood ready to do his full 
share in the great undertaking in 
which we are engaged. His mother, 
Mrs. Mary McDonald, has our deep- 
est sympathy. 


THE SAD NEWS of the death of 
G. Spencer Willson, a former stu- 
dent at Pace Institute, has been re- 
ceived. A few months ago, Mr. 
Willson, fired with the patriotic zeal 
common to America’s young men of 
the better type, resigned his position 
in the engineering construction de- 
partment of the New York Central 
Railroad, where he had been em- 
ployed for about ten years, suspended 
his accountancy studies—tempo- 
rarily, he thought—at Pace Institute, 
and joined the Accounts Division of 
the Signal Corps, at Detroit. While 
engaged in his governmental duties, 
he contracted pneumonia and, de- 
spite the best medical attention, 
passed away. 

Mr. Willson was highly thought 
of by his associates at the New York 
Central, by his fellow students and 
instructors at Pace Institute, and by 
his fellow workers in the service of 
the Government. He was a young 
man of most engaging personality, 
of more than usual mentality, and 
of resoluteness of purpose, which 
sooner or later would have won him 
enviable distinction in business. The 
executives of Pace Institute express 
their deepest sympathy to Mr. Will- 
son’s brothers and sisters who sur- 
vive him. 
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different than mine.” “We will be 
pleased to welcome you.” “If I 
would go to Maine, would I find 
good bathing?” “Where did you say 
Mount Mansfield was?” “Being ab- 
sent from the meeting, I cannot tell 
you what was done.” “I expected to 
have met you to-morrow.” “The 
ship with all her crew were lost.” 
“John, as well as James, were once 
firemen.” “You can take a week’s 
vacation if you wish.” “Do I look 
like I would agree to such a plan?” 
These are only a few. of a thousand 
and one grammatical errors which 
come to one’s notice all the time. 

In the second place, the average 
person’s knowledge of English is de- 
ficient in respect to sentence struc- 
ture. How many times a day do you 
come upon the long, rambling sen- 
tence—the sentence that contains 
two, three, four, or even five sepa- 
rate thoughts loosely connected by 
means of “and” or “but,” or some 
other conjunctive word? And then 
there is the stereotyped form of sen- 
tence, It is as if most correspon- 
dents had laboriously hewn out two 
or three kinds of sentences, of the 
construction of which they are cer- 
tain, and then, in order to avoid 
making mistakes, had determined, 
for the sake of safety, to stick to 
those types. The result.is, of course, 
that everything they say, being cast 
in the same kind of sentence mould, 
is monotonous and stiff in expres- 
sion. The fact that clearness and 
attractiveness of style are promoted 
by flexibility in the choice of words 
and in the structure of sentences 
seems to be a thing unknown. 

In the third place, the knowledge 
of English of the average person is 
weak in respect to paragraph struc- 
ture. In almost any business report 
that comes to your desk, you will 
find that the paragraphs are either 
short and choppy, or so long as to 
contain the partial development of 
several topics. Of what the topic 
sentence is or of its functions, there 
seems to be no knowledge. So far 
as the logical development of a cen- 
tral paragraph topic is concerned, 
you will have to look a long time 
before you come upon any article or 
letter written with due regard to 
unity and coherence, proportion and 
emphasis. 

The only kind of knowledge of 
English worth having for practical 
use is the kind that is unconsciously 
employed in the setting forth of a 
consciously conceived thought. If 
you are compelled to focus your 
mind on the manner of expression, 
rather than on the matter to be ex- 
pressed, you hitch the cart before 
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the horse, and you should feel little 
surprise that your words fail to 
carry weight. 

To repeat, studying any course in 
English, you must thoroughly real- 
ize this point, that whatever knowl- 
edge of English you acquire, whether 
it be the pronunciation of a single 
word, a new arrangement of the 
parts of a sentence, or the applica- 
tion of a simple grammatical rule, 
you mustapply and interpret through 
the expression of your own thoughts 
and interests. It is by the assimila- 
tion of the principles of expression 
into your subconsciousness that a 
habit of expression is formed that 
determines whether you have pur- 
sued the subject of English in a 
fashion at once logical and peda- 
gogically sound. 


VOCABULARY 
IMPROVEMENT 


Perhaps the most important mat- 
ter to all students of English is the 
improvement and the enlargement 
of the vocabulary. You should 
strive for simplicity, clearness, and 
individuality in your use of words, 
whether you are speaking or writing. 
To attain these qualities, you must 
acquire an extensive vocabulary; and 
an extensive vocabulary means a 
sufficient store of available words to 
enable you, upon the spur of the 
moment, to select just the right word 
or turn of phrase to express your 
thought. 

With this end in view, you will 
find the following suggestions worth 
heeding: 

First—Read the works of the best 
prose writers—writers like Dickens, 
Cardinal Newman, Thackeray, Low- 
ell, Poe, Hawthorne, Stevenson, and 
Kipling. Read in two ways: First, 
to catch the meaning and the spirit; 
and, second, to add words and 
phrases to your own vocabulary. 
Jot these words and phrases down, 
or mark them as you read. Then 
use them in sentences of your own 
framing, uttering these sentences 
aloud, if possible. 

Second—Cultivate the habit of lis- 
tening to the language of men and 
women of culture. Make it a point 
to hear good speakers and to note 
some of their felicities of expression. 
Take notes. 

Third—Avoid stereotyped, round- 
about phrases like the following, 
which have been in use so long as to 
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have lost all freshness and original- 
ity: Downy couch, lower limbs, a 
grand ovation, misguided youth, 
sumptuous repast, tonsorial artist, 
caudal appendages, faded into ob- 
livion, the place of his nativity, 
through storm and sunshine, es- 
teemed favor, etc. 

Fourth—Prefer specific words to 
general words—words that stand for 
classes of objects or ideas—when 
you wish to express a specific idea. 
To walk, for example, which is a 
general word, may mean to shamble, 
to scuff, to sidle, to stalk, to march, 
to loll, to rush, to amble, to saunter, 
to mince, to stumble, to stride. 
Specify the sort of walking you 
mean. 

Fifth—Now and then use figures 
of speech. A figure of speech is a 
word or group of words used in a 
sense not exactly literal. It is more 
vivid, for example, to say that the 
sea was blanketed with, than cov- 
ered with, a thick fog. 

Sixth—Avoid slang—new words or 
phrases which are usually inelegant, 
and which are employed only by the 
illiterate or by those who speak care- 
lessly. Slang is easily recognized, 
and no examples of it need be given. 
The slang of yesterday is scarcely 
intelligible to-day. Slang also crowds 
the desirable words and phrases 
from your vocabulary. These two 
reasons show why you should avoid 
the habitual use of slang, even 
though certain slang expressions at 
the time of utterance seem piquant 
and racy. 

Seventh—Cultivate the habit of 
consulting a good unabridged dic- 
tionary. Find out the exact spell- 
ing, the exact pronunciation, and the 
exact meaning of every word about 
which you are in doubt. Then write 
that word in your vocabulary note- 
book, and use it from time to time 
in a sentence of your own construc- 
tion.—New York Tribune. 


MISS VIRGINIA DIGGS, Pace In- 
stitute, is now employed by the 
Hamilton and Harell Commission, 
as bookkeeper. 


SAMUEL HECHT, Pace Institute, 
has enlisted as an accountant and is 
now with the Signal Service Corps, 
Kelly Field, San Antonio, Texas. 
Mr. Hecht is a brother of Charles 
Hecht, C.P.A., New York. 


LOUIS SIEGELSON, Newark In- 
stitute of Accountancy, has joined 
the accounting staff of Nathan Agar, 
C.P.A., as junior accountant, having 
severed his connection with the New 
York Wine and Liquor Company. 
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ECESSITY for immediate at- 

tention to after-the-war prob- 

lems is emphasized in two 
pamphlets recently issued by the 
Guaranty Trust Company, of New 
York. One of these pamphlets is an 
address, entitled “Looking For- 
ward,” by Francis H. Sisson, vice- 
president of the company. The 
other is a terse outline of the steps 
now being taken by Great Britain to 
meet after-the-war problems. 

“Our foresight is not as good as 
our hindsight by a darn sight.” 
With these words by Horace Gree- 
ley, Mr. Sisson opens his address. 
Germany, he states, has taught us to 
look forward through glancing back- 
ward. Our lesson in the sad conse- 
quences, resulting from lack of pre- 
paredness for war, should be a warn- 
ing not to be caught napping with 
the advent of peace. He points out 
that everywhere throughout the 
world, men and women are prepar- 
ing for peace. “Their preparations 
are going forward, not in the belief 
that peace will come in a month, or 
a year, or within any other fixed 
period, but rather in the conviction 
that no matter how far off peace 
may be, its known problems are of 
such magnitude and importance as 
to require immediate consideration.” 

In preparing for peace, Mr. Sisson 
says we must recognize the changed 
conditions brought about by the 
war. The war has resulted in a re- 
lease of productive energy, in the 
opening of new trade routes by land 
and sea, in the increase of our gold 
supply and credit balance, and in a 
better understanding of economic 
conditions and business methods in 
foreign countries. All of these 
should be utilized to the utmost after 
the war. 

One of the steps that he advocates 
is the intelligent development of 
commerce and Government aid. 
“There ought to be throughout this 
country the closest attention to 
efficiency throughout our undertak- 
ings. We must study to increase 
our production and to improve our 
methods of distribution. We should 
take advantage of every device that 
will give effectiveness to the labor of 
men or the use of money and credit. 
We should apply to every available 
natural resource of this country the 
fullest measure of intelligent devel- 
opment.” As to Government aid, he 
points out that this is lacking in the 
United States. Other countries have 
taken active steps to promote Gov- 
ernment coéperation «with industry 
for after-the-war business. Accord- 
ingly, he advocates that this Gov- 
ernment coérdinate the activities of 
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its various departments to this spe- 
cific end. 

Mr. Sisson’s remarks about Gov- 
ernment aid are timely, when the 
efforts of Great Britain are consid- 
ered. These are set forth in the 
other pamphlet, issued by the Guar- 
anty Trust Company, entitled “Or- 
ganizing for the Victories of Peace.” 
Great Britain has established a Min- 
istry of Reconstruction. Nearly one 
hundred committees are busy in that 
country, investigating the possibili- 
ties for after-the-war business. 

Among the activities of these com- 
mittees is the formulation of an “In- 
ventory of the Empire,” and the 
institution of world-wide inquiries 
concerning trade and commerce. 
They are collecting information re- 
garding agricultural, mining, indus- 
trial, and commercial conditions 
within the empire. In addition to 
this, they are ascertaining “What 
should be done to recover home and 
foreign trade lost during the war, 
and to secure new markets; to what 
extent, and by what means, the re- 
sources of the empire should and 
can be developed; to what extent, 
and by what means, the sources of 
supply within the empire can be pre- 
vented from falling under foreign 
control.” 

Various specific steps have been 
taken. Among these is planning the 
financing of overseas trade and the 
concentrating of capital. Efforts are 
being put forth toward the rebuild- 
ing of the merchant marine of Great 
Britain. Numerous plans are being 
made for the combination of various 
industries and for the standardizing 
of products. 

Tremendous opportunities are 
awaiting the wide-awake nation at 
the end of this war. There is no 
question but that America, once the 
urgency of the problem is realized, 
will take active steps to insure its 
place among the great commercial 
nations. 


ROBERT A. PAPE, Pace Institute, 
has entered the employ of the Atlan- 
tic Comb Works as clerk, having 
left the employ of the Mergenthaler 
Linotype Company. 


HENRY W. MEYER, Pace Insti- 


tute, Extension Division, has been. 


secured as statistician by the Mer- 
chants’ Association of New York 
City, being no longer employed by 
the Triangle Film Corporation. 
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HE National Association of 
T Comptrollers and Accounting 

Officers will hold its  thir- 
teenth annual convention at Atlan- 
tic City on June 19, 20, and 21, 
1918. This association consists of 
the accounting officers of various 
states and municipalities. The 
convention will be marked by dis- 
cussions of the problems of munic- 
ipal finance and accounting. 


DAVID N. SMITH, Accountancy 
Institute of Brooklyn, has joined the 
438th Engineers Corps. 


W. S. GARRETSON, Accountancy 
Institute of Brooklyn, has joined the 
Artillery branch of the service. 


SMITH & BRODIE, certified pub- 
lic accountants, of Kansas City, Mo., 
announce that the firm name has 
been changed to Smith, Brodie & 
Lunsford. 


JOHN GILLIGAN, Pace Institute, 
previously employed by the Com- 
mittee on Education, has accepted a 
position on the accounting staff of 
Mr. Makay, C.P.A. 


ROBERT SHIELDS, Pace Insti- 
tute, has been secured by the Tucker 
Machine Company as bookkeeper, 
having left the employ of H. A. 
Caesar & Company. 


CHESTER MARTIN, New York 
Institute of Accountancy, has left 
the employ of the Louis K. Liggett 
Corporation, and is now associated 
with B. Braslow, as accountant. 


CHARLES DE LUCCA, Pace In- 
stitute, is now with the Western 
Union Telegraph Company as secre- 
tary, having resigned his position 
with the Stanley Soap Company. 


SYLVAN H. BISCHOFF, Pace In- 
stitute, has accepted a position as 
junior accountant with the M. Gold- 
water Company, having left the em- 
ploy of the city of New York, De- 
partment of Finance. 


FRANK F. WELKER, Pace Insti- 
tute, has accepted a position as ac- 
countant upon the staff of Price, 
Waterhouse & Company. Mr. Wel- 
ker was formerly employed by the 
American Can Company. 


LEONARD V. CLOSTERMAN, 
Pace Institute, has resigned his posi- 
tion as cost accountant with the Au- 
gust Mietz Corporation, and is at 
present installing a cost system for 
the Rubberset Company, of Newark, 
New Jersey. 


Personal : 
Notes 


Per- WARREN J. DEAN, Pace Insti- The N April first, the office of the 
al tute, has severed his connection with PACE STUDENT American Institute of Ac- 
son the Alien Property Custodian of the countants was removed to 
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United States Government to act as 
accountant with the Mergenthaler 
Linotype Company. 


HAROLD E. DIETRICH, Pace In- 
stitute, has accepted a position as 
cashier with Jones & Hadnot, hav- 
ing left the employ of the D. & W. 
Coust Company. 


JAMES L. JOSEPH, Pace Insti- 
tute, is now in the employ of the 
White Motor Company as account- 
ant, being no longer with the Na- 
than Manufacturing Company. 


ROBERT H. MONTGOMERY, 
C.P.A., of Messrs. Lybrand, Ross 
Brothers & Montgomery, is now en- 
gaged in accounting work with the 
Board of Appraisal, War Depart- 
ment. The law requires that mem- 
bers of this body must be in the 
United States Military Service. Ac- 
cordingly, Mr. Montgomery has been 
commissioned a lieutenant-colonel. 
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J. S. SAPIN, Pace Institute, has 
taken a position as accountant with 
Waterston-Tompkins. Mr. Sapin 
was formerly with the Metropolitan 
Electric Company. 


JOHN F. NORTH, Accountancy 
Institute of Brooklyn, is now with 
Seabury & Johnson as bookkeeper, 
being no longer associated with 
Montgomery Ward & Company. 


CARL HUMPHREY, Pace Insti- 
tute, has joined the accounting staff 
of Mackay, Irons & Co. as senior, 
having left the employ of the Win- 
chester Repeating Arms Company. 


MRS. FLORENCE §S. FITHIAN, 
Pace Institute, has accepted a posi- 
tion as stenographer at the Liberty 
National Bank. Mrs. Fithian was 
formerly with the Isotta Fraschini 
Motors Company. 


1 Liberty Street, New York, which 
is at the junction of Maiden Lane 
and Liberty Street, near William 
Street. 


ARTHUR SCHENK, Pace Insti- 
tute, has left the employ of the C. A. 
Woolsey Paint Company, and has 
taken a position with D. C. Andrews 
& Company. 


A. A. GOMBAR, Pace Institute, has 
been employed by M. Goldwater & 
Company as junior accountant, hav- 
ing resigned his position with the 
L. L. Harr Corporation. 


MARTIN G. WOLF, Ralph Sewell 
Institute of Accountancy, St. Louis, 
Mo. (Pace Standardized Courses), 
has been commissioned a captain. 
Mr. Wolf is in the Construction Di- 
vision of the Quartermaster’s Corps 
of the National Army. His specific 
duties, at the present time, are those 
of field auditor, Port Newark Ter- 
minal. 


“What is your market value in 


Business? Suppose the concern you 


are now with should go out of existence or should 


be consolidated with another, and you should lose your present 
position. Suppose you should be asked to resign for or with- 
out a reason. Suppose, being dissatisfied with your work or with your 
prospects of advancement, you should desire to make a change on your 
own initiative. Where would you go? What would you do? What 


could you earnP How big a demand would there be in the open market 


for your experience in Business and your knowledge of Business?”’ 


“Your Market Value,” from which the above is quoted, is a remarkable book- 
let. It clears away vocational perplexities. It not only presents your problem 
in a new light—the problem you have pondered and repondered—it gives as 
well many specific suggestions for its solution. 


“Your Market Value”—by Horatio N. Drury, 32 pages, containing half-tone 
portrait of Carl H. Nau, C.P.A., Vice-President, American Institute of Account- 
ants, and introductory letter by Mr. Nau, printed by De Vinne—will be for- 


warded upon request. 
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ANAGEMENT is a term most 
_ often used to describe the plan- 
ning and the direction of the 


to all other costs, the proprietors—contributors Scientific 
of capital—receive the net increment of values, Manage- 
known as net profit, secured by the enterprise. ment 


work activities of a business 
organization. Until compara- 
tively recent times, the ability 
of the best organizers and ex- 
ecutives was expended in the 
development of military science and in the ac- 
complishment of military projects. The char- 
acteristic of our own generation, apart from the 
present gigantic military 
struggle, which is doubtless 
the last stand of the mili- 
tary idea, is the develop- 
ment of economic organ- 
ization and of scientific 
management of the business 
enterprise. 

“Go where you will—to 
the factory, store, or farm 
—you will find men and 
women engaged in work 
under more or less efficient 
conditions of management. 
More likely than not you 
will find the individuals 
working in groups—united 
in a common enterprise. 
Usually they work with 
equipment—tools or ma- 
chines—and usually they 
handle or manipulate material of some kind— 
iron, coal, cloth, lumber, merchandise. The 
equipment and materials together constitute 
capital. 

“Two things you will always find in these 
work enterprises—the work of persons, under 
some system of direction or management, and 
the use of capital. The capital may belong in 
whole or in part to the workers, or it may belong 
in whole or in part to persons who take no 
active part in the work. The contributors of the 
capital own and manage the enterprise. They 
employ others for an agreed wage, salary, or 
commission to assist them in the work and the 
management. Subject to wage payments, and 
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This net profit they receive as compensation for 
the use of their capital, and for such services as 
they render as proprietors. 

“Management is a function of proprietorship 
—the privilege and responsibility, in respect to 
a business enterprise, of choosing the field of 
operation, of planning the work, of selecting 
the personnel, and of directing and codrdinat- 
ing the activities. In a cor- 
poration, management is 
delegated by the proprie- 
tors, known as _ stockhold- 
ers, to the directors; by the 
directors to the chief execu- 
tive, usually known as the 
president, and to other of- 
ficers; and by them in turn 
to subordinates; and possi- 
bly by the subordinates to 
others still further down 
the line of organization. 
Management, briefly, is 
planning, or thinking out 
in advance, and executing, 
or putting the preconceived 
idea or plan into effect. 

“Scientific Management, 
so called, is merely effective 
management —management 
that rests upon a sound conception and a full 
application of the principles that govern the 
relations of the workers and the use of capital 
in a work enterprise. The term suggests to our 
minds the principles of sound management so 
far discovered and stated—principles that in 
time will revolutionize the work of the world 
by the substitution of rational processes for the 
rule-of-thumb methods still so common in in- 
dustry. 

“Planning, as we have seen, is one of the two 
essential parts of management. The work must 
be divided and subdivided until reasonable tasks 
are apportioned to each individual worker. The 
apportionment can not be made in such a way 
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as to utilize each worker’s full abil- 
ity, and to codrdinate with the 
work of others, unless in planning 
we know what is a reasonable per- 
formance in every type of work that is to be 
performed. 

“The need for standards of performance led 
to the development of plans for observing the 
work of individuals, a common method being 
known as the time study. Observers note very 
closely the production of workers, and the work 
of the most productive is analyzed for causes. 
Arrangement of work, posture, facilities, light, 
movements—all these and other factors are 
found to have a bearing. Reasonable perform- 
ances are thus worked out that afford a basis 
for planning work. 

“On the basis of the theoretical production of 
the individual, thus determined, goals of per- 
formance for departments and for the entire 
organization are built up. The workers are en- 
couraged to a maximum production by suitable 
wages, and by excess wages, known as bonuses, 
for excess production. 

“Scientific management calls into play a great 
many expedients to attain the goals of produc- 
tion that are set as a result of observation and 
study. These expedients are to be discussed in 
this lecture in further detail. It is well to bear 
in mind, at this juncture, that modern manage- 
ment is characterized by the determination of 
the reasonable performances that can be ex- 
pected from individuals, from departments, and 
from the organization, and by the definite plan- 
ning of work on the basis of the standards de- 
termined.” 

The foregoing is an introduction to a lecture 
on “Simple Applications of the Principles of 
Scientific Management,” which was given by 
Mr. Homer S. Pace, C.P.A., to an interested 
group of executives, engineers, and business 
men, at Pace Institute, on Monday evening, 
May 6th. 


PACE 


Ree like any other desirable quality 
in the departments of an organization, may 
prove a hindrance rather than a help. This was 
most pointedly brought to my attention by a re- 
cent experience connected with the investigation 
of a mechanical accounting device on behalf of a 
possible customer. I wrote the company manu- 
facturing this device. A salesman called. As 
soon as he found that I was interested in the 
device from the standpoint of the factory rather 
than from the standpoint of the selling-depart- 
ment of the business, he was no longer inter- 
ested. Breaking off the conversation abruptly, 
he promised to send in the “factory man.” 
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About ten days later the “factory 
man” called. A short time after he 
began his explanation, I referred to 
the fact that the customer was lo-, 
cated in New Jersey, which appeared to be in 
another selling-district. Like his predecessor, 
he immediately lost interest, and departed with 
the statement that he would send in the “factory 
man” of the other sales district. To this day, I 
have heard nothing further from that organiza- 
tion, nor am I particularly anxious to hear any- 
thing from it. 

Unquestionably, this organization had aroused 
rivalry between sales districts and between 
salesmen within sales districts. Seemingly, 
there was no incentive for one salesman to help 
another salesman, or for one sales district to 
codperate with another sales district. Possibly 
the incentive worked the other way. To this 
extent, the rivalry stimulated by the promotion 
department was defeating its fundamental pur- 
pose. Efficiency can not be stimulated through 
the medium of rivalry, unless some expedient is 
adopted to cultivate codperation between the 
individuals and the departments concerned. 


IKE members of the other professions, ac- 
countants must become accustomed to 
having humor occasionally poked at them. To 
date, most of the attempts at humor have been 
variations upon the saying that “when your 
business interferes with your system, give up 
your business.” Somehow or other, the idea 
seems to prevail that accountants believe that 
the objects of business are secondary to a so- 
called system. This is a fault likely to occur 
with narrow-gauged individuals, not ordinarily 
orthodox members of the Accountancy profes- 
sion, who attempt to install set systems without 
due allowance for the individual conditions 
peculiar to distinctive organizations. Blindly 
following a system which has proved practi- 
cable in one establishment, in a given line, is a 
common fault with these individuals. They 
conclude that the business should conform to 
the system, and that something must be wrong 
with the management if it does not. Broader- 
gauged accountants, constituting the bulk of the 
profession, study the needs of the business as a 
basis for determining the manner in which sys- 
tem may serve the business. These are the 
members who are establishing a firm foundation 
for the profession which the errors of a small 
minority, mostly composed of those who are not 
strictly within the profession, can not shake. 
Besides, there is ground for the suspicion that 
those using this style of humor may be covering 
up their own deficiencies. 


NE of the most analytical and con- 
structive minds I have ever been in 
contact with,” said an exceedingly 
7 /3| able accountant and executive about 

We; Richard FitzGerald, C.P.A., during 
RewapeSe} the course of an informal conversa- 
tion. “Get ‘Fitz’ to work on any kind of account- 
ing problem and whoever keeps up with him is 
sure of a headache.” This is the opinion that 
all persons who know Mr. FitzGerald intimately 
have of his ability as an accountant and business 
technician. 

Mr. FitzGerald’s business career is worthy of 
the pen of a word-magician, so full is it of color, 
romance (that which appertains to business), and 
the experiences that fate often carelessly throws 
in the path of adventurous youth. The demands 
of space, however, permit only a prosaic outline 
of Mr. FitzGerald’s commercial experiences and 
development up to the present writing. 

“Fitz” is an Irishman. He was born in Cork, in 
1884, a lineal descendant of one of the oldest 
Norman families of Ireland. His parents being in 
good circumstances, he was given the best of edu- 
cational advantages. After receiving a prelimi- 
nary education from a private tutor, he entered 
Queen’s College, at Cork, where he studied for 
three years, from 1900 to 1903. The course that 
most interested him was one in navigation and 
naval practice. 

The call of the sea was in his blood, and in 1903 
he shipped as second lieutenant on a survey boat 
bound for a three years’ cruise to the Far East. 
On this trip, he went to China, Japan, Australia, 
and South Africa, stopping at various ports on 
the way. 

Shortly after his return to Ireland, he came to 
America, more as an adventure than in pursuit of 
a definite objective. During his first year here, 
he had a hard time in keeping body and soul to- 
gether. At one time, the pangs of hunger made 
it necessary for him to join the Bowery bread 
line, for he had no friends to call upon for aid. 
His first job was that of night attendant in the 
psychopathic ward of Bellevue Hospital. Then, 
as a result of answering a newspaper advertise- 
ment, he secured a job as general helper in a 
Brooklyn drug-store. 

After two months of this kind of work, which 
naturally was most distasteful, he secured em- 
ployment as a freight clerk with a steamship com- 
pany. He showed such exceptional ability in load- 
ing ships that the company sent him to the West 
Indies to put his ideas into effect there in con- 
nection with the same work. 

Returning to the United States, he resigned his 
position with the steamship company and went to 
work for the Consolidated Gas Company, of New 
York, as clerk. His ability soon advanced him to 
the position of auditor of excess charges. 

At this time (in 1907) Mr. FitzGerald saw an 
advertisement of the Pace Accountancy Course 
in the New York telephone book. He decided to 
enroll as a student. He finished the course within 
two years, and in 1911 passed the New York State 
C.P.A. examination with an unusually creditable 
rating. 

Mr. FitzGerald then took up the professional 
practice of Accountancy. For some time he was 
a senior on the staff of the New York Accountancy 
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firm of Suffern & Son. Then he was associated 
with Homer S. Pace & Company. Later still, he 
became a partner in the firm of Eckes, FitzGerald 
& Dean. 

Mr. FitzGerald soon built up a reputation for 
rare investigative and constructive ability, and 
many large corporations tried to secure his ser- 
vices. Marden, Orth & Hastings, an international 
firm of importers and exporters, finally induced 
him to become their controller. While with this 
firm, he reorganized their accounting system and 
introduced effective managerial methods. 

Impelled by patriotic motives, Mr. FitzGerald 
not long ago left Marden, Orth & Hastings and 
entered the service of the International Y. M. 
C. A., which he is now serving very ably by in- 
stalling a stores system for the National War- 
Works Council. 

Mr. FitzGerald, who is now but thirty-four 
years old, is a man whose keenness of mind be- 
comes apparent during even a casual conversation. 
Possessing a personality that makes and retains 
friends, he has built up a wide reputation for un- 
impeachable integrity as well as for mental power. 
Those who know “Fitz” best like him best and 
admire him most—none of them would be sur- 
prised if, within the next ten years, he should 
scale the topmost heights of Accountancy attain- 
ment. 


HESE few words are about Elmer O. 
¥]| Stevens, C.P.A., another Pace stu- 
| Ks<e9| dent who has made good in Business. 
oN Though only thirty-three years old 
reytevr|| now, Mr. Stevens has had an unusu- 
StS -3} ally diversified business career. Ever 
alert to take advantage of opportunities, he has 
found no difficulty in advancing steadily from one 
position to another of higher responsibilities. His 
business experience is worthy of at least a tabloid 
review. 

Mr. Stevens was born in 1885 on a farm in 
Southwestern Iowa, near Shenandoah. He at- 
tended district school, grammar school, and high 
school, and then completed his academic educa- 
tion at Western Normal College, which was near 
his home. At first, he had a vague idea of becom- 
ing a teacher, but the lure of business life was too 
strong. Accordingly, he got a job as order clerk 
with Henry Field, who kept a seed store at Shen- 
andoah, receiving a weekly salary of ten dollars. 
Three months’ work with Mr. Field convinced 
Mr. Stevens that he could better himself by going 
to a large city. So he struck out for New York, 
with a few dollars that he had saved in his pocket, 
not knowing what he was going to do as a means 
of livelihood. He soon found a position, however, 
with Vaughan’s Seed Store as clerk, where he 
remained a year. 

During this time, he utilized his spare hours in 
studying the Pace Course in Accountancy and 
Business Administration. He had taken only a 
part of the course, when he believed himself com- 
petent to do bookkeeping work. Belief always re- 
sulting in action on Mr. Stevens’s part, he entered 
the employ of the Burt & Mitchell Company, of 
Jersey City, as bookkeeper. A year’s experience 
with this firm brought him a better position as 
bookkeeper, with the Arthur L. Perkins Company, 
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OMETHING I do 


Hi not understand,” 

ii said a student, “is 

| why mining com- 

m| panies may distribute divi- 
Tm} dends out of capital. Of 


course, I am familiar with the 
fact that courts regard a mining 
company as being in a gradual process of liqui- 
dation from the very beginning of mining oper- 
ations. At the same time, I do not understand 
just why the courts should take this view.” 

This is an inquiry which was quite natural on 
the part of the student. He subsequently ex- 
plained that a mining company might very well 
raise a reserve to ‘cover the depletion of its 
properties, and thus retain within the company 
a net asset value equivalent to its original capi- 
tal. What the student could not understand, 
was just why a mining company was not re- 
quired to retain this capital during operation, as 
is the case with the ordinary corporation. Of 
course, it is assumed that profits are earned and 
losses not incurred, inasmuch as the law does 
not penalize a corporation if its capital is re- 
duced by losses. In England, as I have pointed 
out before, with respect to corporations in gen- 
eral, it is not always necessary that these losses 
be made good from profits of subsequent years, 
as is the case in the United States. 

In answering the student, let us consider the 
case of a mining company which commences 
business with a capital stock of $800,000, of 
which $500,000 represents the estimated value of 
ore. Assuming that the company was required 
to retain net asset value equivalent to this stock, 
it would be necessary to reserve from profit dis- 
tribution a certain amount of the proceeds from 
the quantity of ore mined. Let us assume that 
the mine is half worked out. In this contin- 
gency, eliminating certain incidental elements 
for purposes of illustration, the value of the 
remaining ore would be approximately $250,000, 
and the value of other assets withheld $250,000. 
These assets withheld would probably be in- 
vested in securities the same as any other fund 
accumulated by an organization and not needed 
or used in its operations. From this time on, 
the stockholders of the mine would have less 
than half of their capital originally represented 
by ore invested in the mine, and more than half 
invested in various securities. It would hardly 
be fair to require them to tie up their capital in 
securities when they had originally intended it 
to be used exclusively in mining operations. 

Of course, if a negligible amount of the capi- 
tal contributed by stockholders is tied up in 
securities, no injustice results. But if the 
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amount thus invested becomes very 
great, assuming proportions of say, 
fifty per cent., sixty per cent., sev- 
enty-five per cent., or more, of the 
original investment, then the mining company 
is gradually converted into what might be called 
°an investment company, in which event there is 
a radical departure from the original purposes 
of incorporation. Although I do not know that 
the cases actually set forth the reasoning in this 
manner, yet this is an economic explanation of 
the legal rule that a mining company is in 
gradual process of liquidation, and hence not 
subject to the requirement that dividends can be 
declared only out of net profits earned. 

While discussing the subject, I might also add 
that some of the more permanently organized 
mining companies do set up reserves in the 
manner indicated. Ordinarily, the funds which 
these reserves represent are invested sooner or 
later in other mining properties. The intention 
is to keep the original capital invested in mines, 
even though, for a time, a substantial part of 
the capital may be invested in a fund consisting 
largely of securities. Naturally, I am eliminat- 
ing discussion of cases of holding companies, 
and, likewise, discussion of cases wherein the 
fund set up is for the purpose of liquidating 
bonded indebtedness. 


OST of us buy Liberty Bonds as a patriotic 
duty. Ordinarily, we regard the invest- 
ment feature as secondary. Yet as an invest- 
ment, Liberty Bonds are the safest security in 
the world and, considering this element of 
safety, offer a high rate of return. It is not sur- 
prising that the Liberty Loan Committee of the 
New York Bar should particularly recommend 
Liberty Bonds as an investment to trustees. 
This Committee recently addressed a letter to 
the members of the New York Bar, in which 
they pointed out the investment advantages of 
Liberty Bonds. In addition to these invest- 
ment advantages, they also pointed out the legal 
privileges which are accorded Liberty Bonds as 
an investment. The statement of the law con- 
tained in the letter is so succinct that I deemed 
a quotation would be of interest to the readers 
of this department. Following is the quotation: 
“These Liberty Bonds are legal investments 
for all fiduciaries, and the ten-year maturity of 
the present issue is a valuable insurance against 
depreciation. The bonds are free from all Fed- 
eral stamp or transfer taxes, except the Federal 
Estate Tax, from any present or future state 
income taxes, and from all present or future 
normal Federal income taxes. Up to five thou- 
sand dollars par value owned by one person, 
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they are free from all present or The 
future surtaxes, excess-profits or 
war-profits taxes. The bonds owned 
by a deceased person for six months 
before death will be received at par and interest 
in payment of Federal estate taxes. 

“Investments in these bonds by corporations 
out of net income received during the year, and 
remaining undistributed six months after the 
end of the year, and not needed in the business, 
are not subject to the ten per cent. Federal tax 
on such undistributed net income. Bonds pur- 
chased by a corporation or partnership from 
capital, surplus, or undivided profits may be in- 
cluded in invested capital for the purpose of 
computing the deduction and rate of taxation 
under the Excess-Profits Tax Law, except that 
bonds purchased from undivided profits earned 
during the year cannot be so included for that 
year. Except as to Federal and state inheri- 
tance taxes, and surtaxes on the income of more 
than five thousand dollars in bonds held by one 
person, these bonds and the interest thereon are 
free of any existing or future taxes imposed by 
the Federal or state government.” 


HIS war has brought to the fore many of 
the impediments which so-called anti-trust 
laws have thrown about commerce. The first 
instance was that of the railroads, and resulted 
in the Federal Government’s taking over the 
roads. Another instance is that connected with 
foreign commerce, which has caused the enact- 
ment of the Export Trade Associations Act. 
There can be little dispute that anti-trust laws 
have removed some of the abuses incident to the 
conduct of commerce. These have been ampli- 
fied to a greater extent in connection with rail- 
roads than in connection with industrials. Pub- 
licity has been given to the work of the Inter- 
state Commerce Commission, most of which has 
been of a laudatory character. In learning of 
the “good works” performed by that Commis- 
sion, we were tempted to ignore certain of the 
faults. Abuses incident to pooling agreements 
had been eradicated, but certain advantages to 
be attained by pooling agreements had also been 
lost. It was a case of losing a tooth which might 
have been filled. Along with this, undue re- 
strictions upon rates decreased earning capac- 
ity to such an extent that little new construc- 
tion work has been done by railroads for years. 
In eliminating the so-called abuses, other dis- 
advantages were incurred which appreciably re- 
tarded commerce. 
As much may be said of the foreign trade of 
the United States. Our various anti-trust laws 
prohibited the formation of combinations for 
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foreign trade purposes. Yet prac- 
tically every other mercantile coun- 
try in the world encouraged for- 
eign trade by combinations. Even 
countries which had so-called anti-trust laws, 
abrogated these laws as respects combinations 
engaged in foreign trade. The Export Trade 
Associations Act, passed by Congress in April, 
and familiarly known as the Webb Act, is a 
frank acknowledgment of the necessity for 
combination by American business organiza- 
tions if they are to secure and retain an appre- 
ciable part of the foreign commerce of the 
world. 

In the very beginning, this Act confines itself 
to organizations engaged exclusively in foreign 
trade. Three so-called anti-trust laws respect- 
ing combinations of organizations, are annulled 
as to foreign trade combination. These are the 
Sherman Act, the Clayton Act, and the Federal 
Trade Commission Act. Along with the annul- 
ment of these several acts, there is provision for 
the regulation of the combinations by the Fed- 
eral Trade Commission. 

Any combination formed must immediately 
submit to the Federal Trade Commission a re- 
port showing its plan of organization. If a 
company is incorporated, a copy of the certifi- 
cate of incorporation must be forwarded; if an 
organization is not incorporated, a copy of its 
articles or contract of association must be sub- 
mitted. The location of its offices or places of 
business, and the names and addresses of its 
officers, stockholders, and members, must like- 
wise be given. 

In addition to the initial information secured 
upon the organization of the association, the 
Federal Trade Commission may require other 
reports. These reports may cover the organiza- 
tion, business, conduct, practices, management, 
and relation to other associations, corporations, 
partnerships, or individuals. Failure to comply 
with these requirements results in the forfeiture 
of the privileges conferred by the Act, together 
with a fine of one hundred dollars for each and 
every day of the continuance of such failure. 

In addition to receiving reports, the Federal 
Trade Commission may undertake investiga- 
tions of these associations. These investiga- 
tions are designed to prevent the artificial or 
intentional raising or lowering of prices, or the 
commission of acts which substantially limit 
competition within the United States, or other- 
wise restrain trade. After investigation, the 
Commission may make certain recommendations 
as to the readjustment of the business of the 
organization, in order that its practices may 
conform with the law. 
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HILE on a recent 
audit, I called the 
attention of my 
senior to the fact 
that on certain items in a cash- 
book, representing payments for 
goods sold, cash discounts had 

been allowed, even though the 
remittances had been received beyond the period 
covered in the terms. In most of the instances, 
the difference was slight—say one or two days 
after time. Nothing was done about this. Is it 
customary to ignore a matter of this kind? 

It is not customary entirely to ignore a matter 
of this kind, but certain extenuating circum- 
stances may have been present. There are in- 
stances where concerns are very liberal in the 
matter of cash discounts, and to retain the good- 
will of the customer, do not insist strongly 
upon the payment being made within the period 
prescribed. In other instances, the cash-book 
may be closed at a certain hour of the day, and 
items received after that time in the day entered 
as part of the following day’s business; this 
would account for some of the cases where the 
difference was, say a day. In still other in- 
stances, the time of mailing the remittance is 
considered the time of payment, so that in the 
case of an out of town customer there may be 
a difference of some days. Nevertheless, it is 
well for the auditor to have in mind the reasons 
for the practice in each specific concern. 


[I it proper to carry an estimated value of 
druggists’ prescriptions as an asset? 

The value of druggists’ prescriptions is in the 
nature of good-will. It consists of the likeli- 
hood that the persons to whom the prescriptions 
were originally given will return to have them 
refilled. The same limitations as to their value 
should apply as in the case of good-will. They 
should be conservatively valued, and, ordinarily, 
not set up as an asset except upon the purchase, 
sale, or reorganization of a business. 


HOULD an accountant undertake to audit 
a set of books of a client when the Ledger 
is not in balance? 

An audit is supposed to establish the correct 
relation between the financial transactions of a 
period and statements that present the effects of 
such transactions. The Ledger is a book of 
classification by accounts, and it ordinarily 
comes between the documents disclosing the 
original transactions and the statements, and 
affords valuable checks in respect to bookkeep- 
ing accuracy. The accountant, as a matter of 
convenience and security, usually requires that 
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the book shall be in balance at the 
time of conclusion of the period 
under audit. You should bear in 
mind, however, that accountants do 
many other kinds of work—the designing of 
systems of accounts, the straightening out of 
accounts that have become disorganized, and the 
like. It often happens, therefore, that special 
work is necessary in order that the client may 
have his books adjusted. Work of this type, 
however, has nothing to do with the audit 
proper, and, in the words of a famous English 
accounting author, should “command a special 
fee.” | 


AM just beginning the study of accounting. 

One thing which confuses me is that a Jour- 
nal entry sometimes contains only two accounts 
—one debit, and one credit, and at other times 
may contain any number of accounts on either 
the debit or the credit side, or on both. How 
can I tell when a number of accounts are to be 
debited and credited, or when only one account 
is to be debited and one account is to be cred- 
ited? 

Books of original entry, you must remember, 
record transactions. The Ledger is a book of 
classification, the classification being made by. 
accounts. One transaction, recorded in a book 
of original entry, may affect quite a number of 
the accounts in the Ledger. Accordingly, a 
good rule to follow would be to make one entry 
for each transaction, regardless of the number 
of debits and credits that are necessary. Of 
course, there are instances, of which you will 
learn in your later studies, when it is desirable 
to regard distinct phases of a transaction sepa- 
rately. This is a matter which is readily ac- 
quired in the course of your training. 


HAT opportunities are there for women in 

Accountancy? I understand it is very dif- 
ficult for a woman to secure a position with a 
firm of accountants. 

Accountancy, as we have often pointed out, 
has a public practice and a private practic:. As 
matters now stand, private practice offers a 
much better opportunity for women than does 
public practice. There are, however, a number 
of women who have qualified as certified public 
accountants, and it is to be expected that women 
will work out for themselves a satisfactory 
standing as public accountants in the course of 
time. It is difficult for a woman to secure a 
position with a firm of accountants, because of 
the fact that clients are not in the habit of hav- 
ing their books examined by women account- 
ants, and employing accountants usually desire 


Question 
and 
Answer 
Depart- 
ment 


ontinued) 


to avoid any procedure that might 
be questioned by their clients. 
These conditions may change ma- 
terially, however, because of the 
war and the entry of women into many new 
fields of work. A woman who has considered 
Accountancy may well plan on Accountancy 
work in private business organizations as her 
main objective, keeping the matter of public 
practice in abeyance until the development of a 
favorable opportunity. It is interesting to know 
that the first two women to receive their degree 
of Certified Public Accountant in Massachusetts 
were admitted at the last examination. They 
were Miss Gertrude W. Lyndon and Miss Alice 
M. Hill, both students of Pace Institute, Boston. 


N a small, wholesale trading concern, would 
you advise a monthly, quarterly, semiannual, 
or annual audit? 

In the opinion of the majority of accountants, 
an audit made at short intervals, other things 
being equal, is better than an audit made at 
long intervals—say once a year. The chief rea- 


son for this opinion is that bookkeeping errors 


are discovered usually before the conditions be- 
come serious, and the bookkeeping staff is held 
better to its work. Aside from these advan- 
tages, the work is distributed over the period, 
which enables the accountant to handle his staff 
better than would otherwise be the case. Cer- 
tain precautions have to be taken, however, in 
the short-interval audits. In all cases, the spe- 


cial circumstances that apply must be taken into 


consideration. 


N studying Corporation Law, I learned that, 
in the absence of express authority, a cor- 
poration could not be bound by any accommo- 
dation endorsement or note to third parties. Is 
the reverse of this true—that is, are the officers 
of a corporation prohibited from endorsing the 
paper of the corporation “for accommodation”? 
Officers may endorse the paper of the corpora- 
tion “for accommodation” and bind themselves 
individually. This is by no means uncommon. 
Quite frequently, a banker who would be reluc- 
tant to advance funds on paper of the corpora- 
tion itself, is quite willing to do so if it is en- 
dorsed by one of the officers who has a high 
credit standing. 


N the May issue of The Pace Student, you 

show the display of capital and surplus ac- 
counts in such manner as to disclose the book 
value of common stock. In the case you give 
there was a deficit. Isa like display permissible 
in case there is a surplus? 


Yes, the principle is the same in A 
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stock only is entitled to share in 
this surplus, then the entire amount 
may be added to the common stock outstanding 
to show the book value. In case the surplus is 
made up of various accounts, such as reserve 
accounts, difficulty may attend this method of 
display. There might be first, a column as to 
the individual items of surplus, then a column 
as to appropriated and unappropriated surplus, 
then the total might be placed underneath the 
amount of the common stock, and, finally, the 
total of all the accounts of stock and surplus 
brought out. In some cases, this might result in 
a multiplicity of columns which would be con- 
fusing. 


CORPORATION has undertaken to in- 

Sure certain of its own properties out of 
profits. Previously, the premium of the insur- 
ance in question had been charged against 
profits. A contends that the amount set aside 
each year should be charged against profits be- 
fore determining net profit. B contends that it 
should be set up as a reserve account represent- 
ing a part of surplus. Which of the two con- 
tentions is correct? 

The setting up of the amount as a true reserve 
and as a part of surplus is the correct treatment. 
From a technical accounting angle, it would be 
incorrect to charge so-called “rent” against 
profits, in case the organization owned its own 
plant. For like reasons, it is incorrect to charge 
the amount set aside in this case against gross 
profits before determining net profit. Further- 
more, it must be borne in mind that, should the 
corporation liquidate the entire amount with- 
held from profit, distribution would be avail- 
able, assuming that there,were no losses charge- 
able against the reserve. 


HAT is the distinction between direct and 
indirect taxes, and what is the meaning of 
the word “excise” ? 
Cooley,in his work on Taxation, distinguishes 
between direct and indirect taxes as follows: 
“Direct taxes are those which are assessed 
upon the property, person, business, income, etc., 
of those who pay them; and indirect, are those 
which are levied on commodities before they 
reach the consumer, and are paid by those upon 
whom they ultimately fali, not as taxes, but as 
part of the market price of the commodity.” 
Bouvier’s Law Dictionary defines “excise” as 
meaning “an inland imposition, paid sometimes 
upon the consumption of the commodity, and fre- 
quently upon the retail sale.” 
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O you have satisfac- 
tion of mind in 
respect to your oc- 
cupation? Do you 
have a clear conception of your 
own abilities—developed and 
potential, and their relation to 
the work you now do, and to 

the work that you should do in the future? 
Many of us find it profitable to seek the answer 
to these questions, and to similar questions, from 
the professional vocational counselor. The vo- 
cational analyses made by Dr. Holmes W. Mer- 
ton, of the Pace Staff, are filled with sound ad- 
vice that bears on the particular problems that 
confront the individual who is analyzed. A 
recent analysis of the abilities of a young man 
engaged in the study of Accountancy contains 
so much good advice in re- 
gard to study and general 
development, that a part of 
the analysis is given, as fol- 
lows: 
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where there is refinement and mod- 
eration, so that these have given 
you a feeling of security and pro- 
tection. That is good from the 
view-point of not needing to worry. But it also 
has the effect of making one feel that he does 
not need to work hard, or to struggle intensely 
to gain the knowledge needed in the future. 
It is necessary to work hard to get a good and 
paying profession or vocation in the business 
world; you will have to compete with others 
who are willing to sacrifice some time and com- 
fort and energy while they are young and keen, 
in order to be at a strong point a little later in 
life. If you work out the technical side of Ac- 
countancy and its branches, if you master it now 
while you have a really favorable chance, you 
will then be able to claim a salary equal to that 
of others who have done the 
same thing. If you go at it 
determined to see every part 
of it clearly, to know it 
thoroughly from end to end, 


“You can learn Account- 
ancy, or secretarial work, 
or the intellectual side of 
many things. But to make 
any of these a success, to 
make financial progress and 
win promotion that is worth 
while, it is necessary to gain 
some kind of a mastery of 
really important subjects, 
and with that, also to have 
executive force to carry you 
through. 

“So it is in that matter I 


A Magazine of Service 
Interpreting 
the Purpose, Spirit, and Needs 
of Modern Business 


Published Monthly 


Subscription Price $1.00 
a Year, Payable in Advance 


PACE & PACE, Publishers 
30 Church Street 
New York 


Copyright, 1918, by Pace & Pace 


there will be plenty of 
chances to put it into prac- 
tice. 

“And, what is just as im- 
portant, the very determi- 
nation to succeed by your 
own effort will be of great 
value. By standing right 
up to the overtime work, 
you will get business en- 
ergy. You will become more 
forceful and executive, you 
will make it easier to meet 
the hard spots in the world 


shall offer my best sugges- 

tions. It is for that reason 

I advise you to go on with your study in Ac- 
countancy. You need to gain more certainty in 
what you do, more responsiveness in taking 
hold of your tasks. Go at your work as if you 
intended to carry it out yourself, as if you were 
master of its details; think out the next step; 
plan to save others trouble, and to see ahead of 
them if you can. Become as direct, as practical, 
as complete as you can. So much for what you 
are doing in your work now. 

“In your study, take your work seriously; do 
your work in a clear and thoughtful and thor- 
ough way. Do it so in order to be expert in it; 
in order to get snap and power in your judg- 
ment, to become proficient in your future pro- 
fession, to train your ability to work out prob- 
lems for yourself. 

“You have the quality and the ability. You 
have lived under gentle conditions of home life, 


of success. 

“You must not think I do 
not appreciate your natural ability and refine- 
ment; I do. It is because you are somewhat 
sensitive, and are not rugged and hard-headed, 
that I am anxious and am warning you to master 
the work, so you will not need to buffet hard 
conditions and stand up against harshness and 
indifference. 

“I want you to do by skilfulness what some 
others succeed in doing by hard knocks and 
bluff. I want you to go at Accountancy cour- 
ageously, to study it critically, to reason it all 
out as you go along, to spend your spare time on 
the arithmetic, on the rules of the lessons, on 
the problems and solutions, on the instructor’s 
explanations—on every part of it—just as if you 
were going to teach and explain and defend 
every part of it. That is the only way really to 
master the subject, or in fact, any subject. 

“I know that temper will not do any good; 
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that throwing up one’s job before 
one is fitted for another will not 
bring success, nor will coddling one- 
self. None of these are worth any- 
thing. If they were, I would recommend them. 

“But what I have suggested above will lead to 
success. It will make you stronger; make you 
worth while to employ; make you appreciated 
for what you can do as well as for what you are. 
Both kinds of worth are necessary to real suc- 
cess—the worth of what we can do and the 
worth of what we are as men. Some employers 
do not care so much what we are as what we can 
do—but our friends care for both; and both 
being capable and being sincere are useful and 
enjoyable to ourselves. 

“We can get sincerity, kindness, calmness in 
trouble, courteousness under hard conditions— 
all of these from within ourselves by thinking 
them over. 

“But we must get our information, and judg- 
ment, and knowledge, and commercial ability 
from without ourselves; we must get much of 
these from others, and then work hard to put 


_ them in shape for use. 


“So cultivate firmness, persistence, industry, 
courage, and good management—turn these on 
the full five semesters of your course, on your 
daily work, and on your amusements, and you 
will be surprised at the results in the next few 
years, and I shall be proud of you.” 


RITICISMS are being heard as to the pol- 

icy of the Government in adopting cost- 
plus contracts. Abuses have indeed character- 
ized these contracts. In some instances, at- 
tempts have been made to evade their funda- 
mental purpose. For example, cases have arisen 
wherein a corporation has been awarded the con- 
tract and has assigned it to another corpora- 
tion, and made the real profit by selling the 
necessary parts to the new corporation, only the 
latter working on the cost-plus basis. These 
attempts have been frustrated by the Govern- 
ment. Another more far-reaching effect has 
been the tendency to increase costs. Naturally, 
the higher the costs, the greater the profit to the 
manufacturer. As a consequence, the effort to 
keep costs down has not been encouraged by 
this type of contract. There is now proposed a 
bonus system, whereby savings in costs will be 
compensated by the reward of a bonus to the 
contractor. 

England has passed through the same experi- 
ence with her cost-plus contracts. In some 
cases, many faults were found, but on the whole 
the experience in England has been satisfac- 
tory. In this country, many of the faults have 
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been grossly exaggerated. On the 
authority of accountants engaged 
in cantonment work, it may be 
stated that in newspaper reports 
the profits of the contractors have been grossly 
overstated. An adequate idea of the results of 
these contracts can not be gained without con- 
sidering them in relation to the results of other 
types of contracts. When studied with this re- 
lationship in view, it has been found that the 
cost-plus contracts are, all in all, the more satis- 
factory. 


‘ KIRTING the edge”—you’ve often heard 


the phrase and often used it. It’s a colla- 
tion of words that has a wide and weighty con- 
notation. We spend more money than we 
should on what we call living well—and we 
skirt the edge, financially. We wait for luck 
and pull to advance us in business without ac- 
celerating the process by means of study—and 
we skirt the edge in respect to future success. 
We let the other fellow busy himself with civic 
and social matters that affect us even more, per- 
haps, than they do him—and we skirt the edge 
in respect to keeping the foundations of our 
Government solid and secure, and its fabric 
intact and unsullied. And the pity is that we 
get nothing good or advantageous out of this 
policy of skirting the edge. Out of it all is 
hatched a devilish brood—dissatisfaction, worry, 
embitterment, downright unhappiness. Let us 
look ahead a little, plan ahead a little, work 
ahead a little—then we shall be spared the 
ignominy of fact and circumstance that comes 
from skirting the edge. 


F what use is it to have the will to do, if a 

man has not the ability to do? In these 
days, we find book after book advertised, based 
on the idea that a following of the general prin- 
ciples enunciated will bring the reader riches 
and power and glory ad infinitum. Millions of 
copies of these books, so we are told, have been 
sold. We often wonder just what the result 
has been as to the millions who have read them. 
If any one wants the opportunity to exercise 
and develop will-power, he can do it while de- 
veloping his ability to do. Consistent study of 
a technical course, particularly if done in spare 
time, will quickly cultivate the “will to do.” 
What is of equal importance, study of this char- 
acter will develop the ability to do. 


N the return for state income taxes in Massa- 

chusetts, there is provision for giving the 

name of the accountant who audits the books 
from which the return is made up. 


Skirting 
the 
Edge 


{Grouping 
' Items in 
Business 
State- 
ments 


Elmer O. 
Stevens, 
C.P.A. 


ROPER _ grouping 
of the items set 
forth in financial 
statements is a sub- 
ject with which the accountant, 
the business executive, and the 
credit man must be familiar. 
In a Balance Sheet the relation- 

ships between the items are significant. These 

relationships can be properly appreciated only 
if each grouping of the items contains all, and 
no more than, the items properly belonging in 
that grouping. As much can be said concerning 
the grouping, and the relationships between 
groups, of items in the Profit and Loss Account. 

Hence it is that the preparation, as well as the 

interpretation, of statements centers around the 

proper grouping and arrangement of the items. 
With these points in mind, the Federal Re- 
serve Board has prepared suggestive forms of 
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statements used for credit purposes. 
Inasmuch as the Federal Reserve 
System is concerned mainly with 
short-time loans, these forms are 
designed to exhibit financial condition and 
progress principally with respect to the desira- 
bility of advances on short-time paper. 

The importance of this training in classify- 
ing the items in a statement has been given 
attention by the examiners of the American In- 
stitute of Accountants. In the November, 1917, 
examinations, the applicants were tested in their 
ability properly to classify items in statements. 
The Proposition given, together with its solu- 
tion as to Balance-sheet items, will be consid- 
ered now. In the July issue of The Pace Stu- 
dent, I shall present the solution as to Profit 
and Loss Account items, together with the 
forms prescribed by the Federal Reserve 
Board. The Proposition reads as follows: 


Practical Accounting Proposition 
From the following accounts appearing on the trial balance, prepare, without using figures, state- 
ments which you consider best calculated to set forth the operations of the year and the financial 
position at December 31, 1916, assuming that you are preparing these statements on behalf of a 
bank which desires paper available for rediscount with the Federal Reserve Bank. 


Accounts Payable 

Accounts Receivable 

Advertising 

Buildings 

Capital Stock 

Capital Stock—Unsubscribed 

Cash on Deposit 

Commissions Paid Salesmen 
Depreciation, Buildings—1916 
Depreciation, Machinery—1916 
Discount Allowed on Sales 

Discount Received on Purchases 
Doubtful Accounts Receivable 

Factory Expense 

Finished Goods Inventory, December 31, 1915 
Freight and Cartage—Inward 

Freight and Cartage—Outward 

Fuel 

Good-will 

Insurance, Buildings and Machinery 
Insurance, Finished Goods 

Insurance, Unexpired—Buildings and Mach. 
Insurance, Unexpired—Finished Goods 
Interest, Accrued—on Investments 
Interest, Accrued—on Mortgage Payable 
Interest Paid 

Interest Received 

Investments 

Labor, Factory Pay-roll 

Land 


Machinery 

Material Inventory, December 31, 1915 

Material Purchased 

Mortgage on Plant 

Notes Payable 

Notes Receivable 

Office Expenses 

Office Furniture and Fixtures 

Office Pay-roll 

Organization Expenses (to be distributed over 
three years from January 1, 1916) 

Pay-roll, Factory—Accrued 

Pay-roll, Office—Accrued 

Petty Cash 

Prepaid Taxes—Real Estate 

Profit and Loss, 1915 Surplus | 

Repairs, Buildings 

Repairs, Machinery 

Reserve for Bad and Doubtful Accounts 

Reserve for Depreciation on Buildings 

Reserve for Depreciation on Machinery 

Returns and Allowances on Sales 

Salaries, General Officers 

Salaries, Salesmen 

Sales 

Salesmen Accounts—Advances on Salaries 

Subscriptions and Donations 

Taxes, Income—uU. S. 

Taxes, Real Estate 

Work-in-Process Inventory, December 31, IQI5 


The inventories of December 31, 1916, not on the books were: 


Finished Goods 


Material, Work-in-Process 


106 


jouping 
jems in 
tusiness 
ements 


rtinued) 


BLANK COMPANY 
Balance Sheet as at December 31, 1916 


ASSETS 
Cash: 
PEREGO CORI Lae Veh Steg tick ie Moree eta $ xx 
Cashton Depositys 0. ee ets xX 
GS Oxe 
Notes and Accounts Receivable: 
INOtesRecelvablent. os ics wick viscile tees $ xx 
Accounts Receivable ................ XX 
Doubtful Accounts Receivable ....... XX 
$ xx 
Less: Reserve for Bad and Doubtful 
BECOGUILE ner ee cole caer. cotitaa clarie XX 
aS xXx 
Inventories: 
WORCESTER es Aa EAA et ae RPE Set ae aa $ xx 
WWHOEK=In-PrOCeSs |e). )ssceiciot org vena oslo esis XX 
WIE POICEOOUS Soe ls cislsid selena ee XX 
—— XX 
Other Quick Assets: 
Interest Accrued on Investments .... XX 
Total Quick Assets ........... $ xx 
Securities: 
MPIVESEMACTIOS Teoh tz) sicheid tials Shave dicts if eases $ xx 
Salesmen Accounts (Advanced on Sal- 
COTE adi alla A SF XX XX 
Total Current Assets ......... $ xx 
Fixed Assets: 
JESUS LoL 2 ee ae ca ee $ xx 
SUMMA CIE Aa Lets iete $ xx 
Less: Reserve for Depreciation xx XX 
DEACHIDEL ST 02 citre consis Feds « $ xx 
Less: Reservefor Depreciation xx xX 
Office Furniture and Fixtures ....... XX 
Total Fixed Assets’ @.) 05.0... XX 
Deferred Charges: 
Insurance, Unexpired—Buildings and 
DRACHINGEW 56 i. ul aaiee eee SS eee bE $ xx 
Insurance, Unexpired—Finished Goods xX 
Prepaid Taxes—Real Estate ......... XX 
Organization Expenses, Jan. 1, 
Te in A! is Sey ene RRA bs ARO ten eal AUR $ xx 
Less: 1/3 Chargeable to Year 
LOLOM a riags) sis eters ae ae ware he XX XX XX 
PhotaliAssetsitr oan Ghats oa lain deieledies $ xx 


LIABILITIES 
Bills, Notes, and Accounts Payable: 
Unsecured Bills and Notes: 


Notes Payable ieee vee we ues $ xx 
Unsecured Accounts: 
Accounts Payable wry ue ae xX 
Accrued Liabilities: 
Interest Accrued on Mortgage—Payable $ xx 
Pay-roll, Factory—Acecrued .......... XX 
Pay-roll, Office—Accrued ............ XX xX 
Total Current Liabilities ...... $ xx 
Mortzavenom) Plane icles a ve eels XX 
PB OtALisraDilities | a/Ao (Cu ee ice $ xx 
Net Worth: 
Capital Stock Authorized ........ $ xx 
esse Unissueduunn, iy naam xX $ xx 
Surplus and Undivided Profits ........ XX 
$ xx 
ess COO wilh iis at ie crea nee xx § xx 
DiOLaL Mere isoean ie scagena bay rentun guar a erate $ xx 


COMMENTS ON SOLUTION 


It is to be noted that the proposition calls for 
the preparation of these statements “on behalf 
of a bank which desires paper for rediscount 
with the Federal Reserve Bank.” Accordingly, 
the statements should conform to the forms out- 
lined by the committee, which worked in con- 
nection with the Federal Reserve Board. 

Comment will be made on several of the items 
which go to make up the statements from the 
standpoint of their grouping, arrangement, and 
terminology. 


Current Assets. It is to be noted that the 
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classification “current assets” is omitted as a 
side title. This conforms with the Federal Re- 
serve Board’s statement. Moreover, this side 
title is frequently omitted in practice. 

Cash. Instead of the term “Petty Cash,” the 
term “cash on hand” might be used. The term 
“petty cash” was used because it was contained 
in the proposition proper, and it is not desirable 
in solving propositions, ordinarily, to use other 
terminology than that employed in the proposi- 
tion. The better term, and the one more fre- 
quently used in practice, is “cash on hand.” 


Notes and Accounts Receivable. Under the 
heading of “Notes and Accounts Receivable,” 
the three items, Notes Receivable, Accounts Re- 
ceivable, and Doubtful Accounts Receivable are 
stated. From the standpoint of preparing a 
statement for credit purposes, it is frequently 
desirable to separate the doubtful accounts re- 
_ ceivable from the other accounts receivable. 

From the total of these three items, the re- 
serve for bad and doubtful accounts is deducted. 
This deduction is made from the total, and not 
from the accounts receivable alone, to conform 
with the Federal Reserve Board’s statement. It 
is true that the item in that statement is “Pro- 
visions for Bad Debts.” This is a much broader 
term than the term used in the proposition, 
“Bad and Doubtful Accounts.” On this subject, 
it might be said that the reverse is frequently 
the case, and that a reserve for bad debts may 
be based solely on losses in the collection of ac- 
counts receivable. In this instance, it is pre- 
sumed that the reserve is raised, not only to 
cover accounts receivable, but also notes receiv- 
able, despite the fact that the term “Bad and 
Doubtful Accounts” is employed. 

Inventories. Occasionally, students challenge 
the arrangement of inventories as here made, 
contending that finished goods are more liquid 
than raw material. This isanatural error for the 
beginning student. From the standpoint of im- 
mediate liquidation, raw material would be re- 
garded as ordinarily more liquid than finished 
goods. Of the three, the least liquid would be 
work-in-process. Of course, from an operating 
view-point, finished goods are more liquid than 
raw material. The natural order is from the raw 
material through the work-in-process to the fin- 
ished goods, the order which is conformed to in 
the Profit and Loss Statement. Since these two 
statements articulate, the practice of arranging 
them as set forth in the model solution is justi- 
fied. The arrangement used is that found in 
virtually every Balance Sheet of a manufac- 
turing concern. 

Salesmen’s Advances. Under the heading 
“Securities” an item, “Salesmen’s Accounts—Ad- 
vance on Salaries,” is included. This conforms 
with the Federal Reserve Board’s form, the 
items stated in that form being, “Accounts Due 
from Officers, Stockholders, or Employees.” It 
is difficult to justify the inclusion of this item 
under the heading “Securities.” It is true that 
certain services are sometimes to be rendered by 
the employee to liquidate the indebtedness, and 
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hardly be said that there was very much secur- 
ity as to the liquidation of this indebtedness. 

Interest Accrued on Investments. This item, 
it will be noted, is under the heading of “Other 
Quick Assets.” Presumably, since the word “in- 
terest” is used, the investments constitute bonds. 
Ordinarily, interest on bonds is payable every 
six months or every quarter. Only in excep- 
tional cases, such as certain Government securi- 
ties, is the interest paid annually. Accordingly, 
this interest will be collected, in all likelihood, 
before the maturity of the loan for which the 
statement is prepared, and is properly classified 
among quick assets. 

In this connection, it may be noted that the 
term “Total Quick Assets” is used to include 
current assets other than those listed under 
“Securities,” and that when the items under 
“Securities” are added to this total, the total of 
“Current Assets” is obtained. This treatment 
conforms with the form of the Federal Reserve 
Board. In the model solution, it is assumed that 
the investments are readily marketable, since 
only readily marketable securities may be listed 
as part of the current assets in following the 
form of the Federal Reserve Board. 

Fixed Assets. The heading “Fixed Assets” is 
contained in the form prescribed by the Federal 
Reserve Board. Arrangement of Land, Build- 
ings, and Machinery, in the order given, con- 
forms with the Federal Reserve Board’s state- 
ment. It is not always customary to arrange 
fixed assets from the least liquid to the most 
liquid, in spite of the fact that current assets 
may follow this arrangement. 

Reserves for Depreciation. It is to be noted 
that these reserves are deducted from the items 
to which they respectively pertain. Thus the 
“Reserve for Depreciation on Buildings” is de- 
ducted from the total of this item, and the “Re- 
serve for Depreciation on Machinery,” from the 
amount of that item. In the statement of the 
Federal Reserve Board, these several fixed assets 
are grouped, and the deduction is made from the 
total. This arrangement is desirable if there is 
only one reserve as to the several assets in ques- 
tion. But if there is a reserve against each of 
the assets, the method employed in the model 
solution is to be preferred. This shows the bal- 
ance in the account of the asset, presumably rep- 
resenting original cost, and, by the deduction 
of the reserve, the present estimated value of 
the asset. If the several reserves were grouped 
and deducted from the totals of the assets con- 
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cerned, the valuations given as to 
each could be found only by inde- 
pendent arithmetical calculation. 

No reserve account, it will be 
noted, was set forth in the proposition for “Fur- 
niture and Fixtures.” It is not unusual for the 
depreciation on furniture and fixtures to be 
written off the account, instead of being set up 
in a reserve account. 

Deferred Charges. Several items are stated 
under the heading “Deferred Charges.” In con- 
nection with the deferred charge as to Unex- 
pired Insurance, it is sometimes desirable to 
show the total amount of insurance carried. 
This is particularly true in connection with a 
statement for credit purposes. If the total 
amount is not shown in the statement proper, 
then it may be mentioned in the comments of 
the accountant accompanying the statement. 
With respect to Organization Expenses, it is to 
be noted that the problem read “Organization 
Expenses (to be distributed for three years from 
January 1, 1916).” This method of stating the 
account should be considered in solving the 
Accordingly, the organization ex- 
penses are shown as at January 1, 1916, one-third 
deducted for the year 1916, and the balance, 
representing the status of the account as at 
December 31, 1916, is brought out. 

Liabilities. Following the form prescribed by 
the Federal Reserve Board, the heading “current 
liabilities,” as a side title, has been omitted. 
Furthermore, the heading “fixed liabilities” has 
been omitted, despite the fact that it is set forth 
in the form of the Federal Reserve Board. The 
reason for the omission of the heading “fixed 
liabilities” is that there is only one fixed liabil- 
ity. Ordinarily, the separate heading is omit- 
ted in case there is only one item. This does 
not interfere with the reading of the statement, 
for the reason that the total of the current lia- 
bilities is separately shown. 

Net Worth. The heading “Net Worth” is 
likewise adopted from the form of the Federal 
Reserve Board. As used in that form, “net 
worth” may be said to be capital stock plus sur- 
plus and undivided profits, less good-will, or it 
may be said to be capital stock, less deficit plus 
good-will. 

From the problem, it would seem that an ac- 
count had been kept for Capital Stock Author- 
ized but not Issued. It is to be noted that the 
very first sentence of the problem starts, “From 
the following accounts,” and among the listings 
is “Capital Stock Unsubscribed.” The keeping 
of an account for capital stock unsubscribed is 
not sanctioned by the better usage. Such an 
account does not represent an asset, and no good 


Pace STUDENT 


June, 1918 


purpose is served by including it 
in the records. The amount of 
Capital Stock Authorized but not 
Issued may be set forth in the Bal- 
ance Sheet in the same manner as is done in the 
model solution—that is, by setting up the 
amount authorized, less the amount unissued, 
and by bringing out the amount authorized and 
outstanding. This same method is used in 
statements to display treasury stock—that is, 
stock issued and received back by the corpora- 
tion. Nor is there objection to setting the 
amount of treasury stock up in a distinctive 
account. Even though treasury stock is not 
strictly an asset, yet the practice respecting its 
subsequent resale justifies its being set up in 
the accounts; and in some cases it is necessary, 
if the records are clearly to show transactions 
had respecting stock. As to “unissued stock,” 
there has been no transaction, whereas there 
have been some transactions always as respects 
treasury stock. 

Good-will, Good-will is deducted from the 
total of capital stock and surplus, rather than 
set up as a distinctive asset. The reason for this 
treatment is that good-will, even though it has 
a value at least equivalent to that set forth in the 
books, can not be regarded as an asset to be con- 
sidered in conjunction with a short-time loan. 


OURTEEN states have adopted the exami- 

nations of the American Institute of Ac- 
countants as state examinations for the degree 
of Certified Public Accountant. These states 
are: Arkansas, California, Colorado, Connecti- 
cut, Delaware, Florida, Kansas, Louisiana, 
Michigan, Missouri, Nebraska, New Hampshire, 
New Jersey, and Tennessee. 

It must not be supposed that the obtaining of 
a residence in these states, combined with pass- 
ing the examination, entitles a person to the de- 
gree of Certified Public Accountant. In each 
instance, the requirements as to experience and 
as to preliminary academic education must be 
met. 

Uniformity is the end to be obtained by the 
adoption of these examinations in as many 
states as possible. Whatever differences may 
exist as to preliminary requirements will be 
minor. Of course, in the law examinations, some 
allowance must be made for the differences in 
the statutory law of the various states. This is 
a matter which is easily met. The main test is 
the examination, and the fact that accountants, 
whether in one state or in another, have met a 
standard requirement will do much toward uni- 
fying the profession, and toward a wider recog- 
nition of the significance of the degree. 
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educational advantages, and who 
are more intelligent than the usual 
run of folks. Most of them have 
already made good in some phase 
of business or professional activity, 
or are on the highroad to eventual 
success. 

Yet these ‘people mispronounced 
many words during our informal 
chats—some people mispronouncing 
more words than others did, of 
course. I have made a list of most 
of these mispronounced words— 
—everyday words, which are widely 
understood and widely used. The 
list follows: 

Address, again, amenable, ama- 
teur, coupon, accent, accept, alias, 
apparatus, architect, applicable, 
athletics, attribute, auxiliary, be- 
cause, calculate, chastisement, cli- 
entele, chiropodist, civilization, 
conversant, deaf, deficit, discour- 
teous, disease, distribute, education, 
despicable, drought, droll, envelope, 
elm, exemplary, exquisite, favorite, 
feminine, fiancé, film, finale, finan- 
cier, forbade, genuine, gesture, gist, 
gratis, grievous, harass, heinous, 
heroine, hospitable, hypocrisy, igno- 
ramus, impress, increase, impotent, 
inextricable, influence, interesting, 
inexplicable, inopportune, Italian, 
leisure, livelong, lyceum, mainte- 
nance, mediocre, mischievous, mo- 
mentous, nuisance, orgy, poem, pre- 


—why not use the correct pronun- 
ciation? There’s surely no sense in 
cultivating a reputation for igno- 
rance or carelessness in the matter 
of pronunciation. It’s good busi- 
hess—to say nothing about the 
growth of personal satisfaction—to 
pronounce words correctly; the 
habit contributes to the making of 
favorable impressions where they 
are likely to count to our advantage. 
Faultfinding aside, what can we 
do to improve our pronunciation? 
Here are three suggestions: First, 
get a copy of one of the many 
books on the market containing lists 
of words often mispronounced. 
Study this book, word by word, set- 
tling the correct pronunciation of 
every word that you study. Then 
use that word in a sentence of 
your own construction. Utter the 
sentence aloud, exaggerating, for the 
sake of practice, the correct pro- 
nunciation of the word in question. 
Second, study the dictionary. 
Look up disputed pronunciations. 
Jot down in a note-book the words 
that you study. Carry the note- 
book around with you, and refer to 
it from time to time. Eventually 
it will be just as natural for you to 
pronounce a word correctly as it is 
now to pronounce it incorrectly. 
Third, go to hear good speakers, 
pay attention not only to what they 


Trade Associations Act is a fore- 
runner of the solution of our so- 
called “trust problems.” 


JAMES W. WRIGHT, Pace Insti- 
tute, has accepted a position as 
clerk with the American Water 
Works and Electric Company, hav- 
ing left the employ of the Thomas 
J. Lipton Company. 


RAYMOND C. DEWALT, Pace In- 
stitute, has accepted a position as 
bookkeeper with the Eastern Marine 
Underwriters Insurance Company, 
having left the employ of The Audit 
Company, of New York. 


J. B. SINCLAIR, Pace Institute, has 
severed his connection with the 
Elmhurst Coal Company to take up 
work as accountant with the Liberty 
National Bank in connection with 
Red Cross Society work. 


A. C. BRYANT, Accountancy In- 
stitute, Los Angeles, California 
(Pace Courses), is now with the 
W. C. Mushet Audit Company, of 
Los Angeles. GEORGE VACHER, 
another Pace graduate, is also with 
this firm. 


CHARLES BUEHLER, Account- 
ancy Institute of Brooklyn, has been 


mature, preferable, presentation, say, but to the words they use, not- assigned to the 309th Heavy Field 
partner, patriot, recall, recess, saga- ing particularly how they pro- Artillery, Battery B, Camp Dix, 
cious, sergeant, since, stevedore, nounce those words. Here, too, N. J. Mr. Buehler writes that he 


survey, tedious, traverse, treatise, 
tyranny, versatile. 

Here are eighty-eight words— 
ordinary, everyday words—which 
were so flagrantly mispronounced 
in conversation as to catch my ear; 
and there were other words which 
I neglected to jot down. 

My experience in this matter can 
doubtless be matched by that of 
many other people who take enough 
pride in the correct pronunciation 
of the words of their mother tongue 
to note mispronunciations. 

It doesn’t do much good, I ven- 
ture to assert, for a few of us to 


bring your note-book into use. Do 
the same thing with some of the 
people that you talk to. 

It isn’t a hard task to correct the 
pronunciation of every word you 
are likely to mispronounce. Be- 
sides, it will give you pleasure. The 
main thing to do is to begin the job 
at once, and to keep at it until you 
have finished it to the best of your 
knowledge and belief. 


THE ANNUAL MEETING of the 
American Institute of Accountants 
will be held at Atlantic City, N. J., 
on September 16, 1918. 
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likes the branch of the service to 
which he has been assigned very 
much, and that he is making excel- 
lent progress. 


A. ARMITAGE, graduate of the 
Pace Courses, Y. M. C. A., Los An- 
geles, California, is now branch 
manager of E. I. du Pont de 
Nemours & Company, Inc., succes- 
sors to The Arlington Company, of 
San Francisco. One of the first 
duties which Mr. Armitage under- 
took was the revision of the ac- 
counting records of the company 
in its San Francisco branch. 
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jobbers in plumbers’ supplies, Jer- 
sey City. Here he remained nearly 
two years. 

In the meantime, Mr. Stevens 
had completed his Accountancy 
course, graduating from the New 
York Institute of Accountancy in 
1908. He then joined the account- 
ing staff of Price, Waterhouse & 
Company as junior accountant. 
After he had had the required prac- 
tical experience, he passed the New 
York State C.P.A. examinations, re- 
ceiving his professional degree in 
tg10, five days after he had reached 
the minimum age required by law. 
Later, he was granted the C.P.A. 
degree by the state of Missouri. 

Mr. Stevens then temporarily left 
the professional practice of Ac- 
countancy, in order to become the 
head of the accounting department 
of the Chicago Tribune—a position 
which he resigned in order to ac- 
cept a similar but more remunera- 
tive one with the Free Sewing 
Machine Company, of Chicago. In 
1912, he returned to the professional 
practice of Accountancy, being con- 
nected during the next five years as 


.senior accountant successively with 


Lybrand, Ross Bros. & Montgom- 
ery, Pace & Wythes, Arthur Young 
& Company,and Westerman, Trader 
& Company. 

Mr. Stevens then associated him- 
self with Pace Institute, New York, 
as head of the Extension Depart- 
ment, where, as usual, he made a 
highly creditable record as an ex- 
ecutive. This position he recently 
resigned in order to become office 
executive of the Alexander Morton 
Lumber Company, Jersey City. 

Mr. Stevens is one of the ablest 
lecturers and instructors on the ac- 
counting staff of Pace Institute. 
His temperament and his business 
and professional experience have 
united to make him an expert on 
practically all phases of accounting 
—especially, perhaps, cost account- 
ing. At various times he has also 
been a lecturer on accounting at 
New York Institute, Chicago School 
of Accountancy, and St. Louis 
School of Accountancy—schools 
under the supervision of Pace & 
Pace. 

_Mr. Stevens takes a keen interest 
in all matters appertaining to Ac- 
countancy. He is a member of the 
New York State C.P.A. Society, of 
the Missouri C.P.A. Society, and a 
charter member of the American 
Institute of Accountants. 

Two things stand out prominently 
in Mr. Stevens’s business career— 
ambition and initiative. Instead of 
staying in the little Western hamlet 
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where he was born, he went to a 
big city, where he knew nobody, 
believing that he would be able to 
take care of himself and prove his 
ability. Instead of being satisfied 
with a bookkeeper’s work and sal- 
ary, he studied to become an ac- 
countant. The net result of this 
persistent ambition and initiative is 
that to-day Elmer O. Stevens, at 
the age of thirty-three, has already 
mounted many of the rungs that 
the ladder of success is reputed to 
contain. 


VERY practical book on “Com- 

mercial Paper, Acceptances, 

and the Analysis of Credit 
Statements” has been written by a 
former Pace student, W. H. Knif- 
fin, Jr. Mr. Kniffin is vice-presi- 
dent of the bank of Rockville Cen- 
tre, New York, and has written 
many other books, among which 
the best known is that entitled “The 
Practical Work of a Bank.” His 
latest book, that relating to Com- 
mercial Paper, may be obtained 
from The Bankers Publishing Com- 
pany, New York, price $2.50. 

Throughout the book there is a 
most practical note. In the begin- 
ning, there is a brief statement of 
the respective business advantages 
of the various forms of commercial 
credit. Suggestions are made to 
the banker as to precautions to be 
taken in advancing funds on the 
strength of commercial paper. The 
various kinds of paper are analyzed, 
together with their respective ad- 
vantages and disadvantages. 

Quite an interesting phase of the 
volume is Mr. Kniffin’s comments 
on “audited statements.” He makes 
a very clear statement of the prov- 
ince of an accountant in connection 
with an audited statement, from 
which I quote as follows: 

“When commercial paper is of- 
fered the banker over the signa- 
ture of a duly chartered account- 
ant, he may safely conclude that the 
auditor is competent, the audit hon- 
est, and the results as accurate as 
can be. The degree of competency 
is a matter of choice and experi- 
ence. The authorization of public 
accountants is becoming more and 
more rigid, their qualifications more 
exacting, and their number is rela- 
tively small. But it may be con- 
cluded that all audits are honest, 
for to be otherwise would be sui- 
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cide to the profession. The audit- 
ing profession has not reached the 
point where it may guarantee its 
audits. The best it can do is to 
certify that conditions are as named, 
values as stated, in so far as the 
auditor has been able to ascertain 
from the records. He may be amiss 
in his judgment of values—at best, 
it is a human audit and subject 
to all the limitations of the human 
element; but it is the safest esti- 
mate of the firm’s condition, aside 
from an appraisal, which is an audit 
plus an investigation. Subject to 
these limitations, the audit is the 
most reliable source of credit in- 
formation, and is so regarded, es- 
pecially if the audit is made by a 
firm specializing in the particular 
line audited. 

“The auditor is not a valuer. He 
is not an insurer. He is not a guar- 
antor. But he is more than a book- 
keeper. His work represents more 
than a mere mathematical calcula- 
tion. ‘While he is a watch dog, he 
is not a bloodhound,’ as one English 
judge puts it.” 

Mr. Kniffin then discusses the 
certificates of audit that are some- 
times placed upon audited state- 
ments, and gives examples. There is 
a detailed analysis of each of the 
main items which appear in the 
average statement submitted for 
credit purposes. On some points 
there may be disagreement with 
Mr. Kniffin, such as his comment on 
the valuation of inventory. Never- 
theless, the analysis brings forth 
many facts of use to the accountant 
in connection with an audit. 

Among other interesting features 
of the book are a chapter on ac- 
ceptances and a chapter on the 
terms of credit given in selected 
leading lines of business. In the 
latter part of the book thirty-four 
statements are presented, after each 
of which there is an analysis. All 
in all, it may be said that the vol- 
ume contains much useful informa- 
tion to the banker, the accountant, 
the credit man, and the student. 


FREDERICK GURNEE, Pace In- 
stitute, has taken a position as book- 
keeper with the American Cotton 
Oil Company, having left the em- 
ploy of the New York Post-Office. 


G. W. FAY, Pace Institute, Exten- 
sion Division, formerly with the 
Winchester Repeating Arms Com- 
pany and later in practice with a 
firm of public accountants, has ac- 
cepted the position of controller of 
the Merchants and Manufacturers 
Exchange of New York. 


Commer- 
cial Pape1 


Personal IRA W. DREISBACH, Detroit 
Notes Technical Institute (Pace Courses), 


employed for several years in the 
accounting department of the Na- 
tional Loan & Investment Co., of 
Detroit, was appointed auditor, fol- 
lowing the annual _ stockholders’ 
meeting. The National Loan & In- 
vestment Co. is a $3,500,000 corpo- 
ration, and is Detroit’s largest build- 
ing and loan association. 


F. L. METZLER has passed the 
examination in New Hampshire and 
has been awarded the degree of 
C.P.A. This examination was the 
same as that given by the American 
Institute of Accountants, New 
Hampshire being one of the states 
which have adopted the examina- 
tions of the American Institute as 
the examination test for the C.P.A. 
degree. 


CLIFFORD T. SLATTERY, stu- 
dent of the Pace Standardized 
Courses at the Providence Y. M. 
C. A., left Providence to join the 
National Army on May asth. 
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ROBERT E. PARKS, Pace Insti- 
tute, has accepted a position as 
bookkeeper with Messrs. Gaston, 
Williams & Wigmore. Mr. Parks 
was formerly associated with Rob- 
ert H. Ingersoll & Brother. 


MISS CLARA M. SCHMID, Pace 
Institute, is now employed by 
Messrs. Eckes & Dean as book- 
keeper, having severed her connec- 
tion with the Singer Sewing Ma- 
chine Company. 


THEODORE J. KENNY, Pace In- 
stitute, Extension Division,has been 
appointed assistant controller and 
credit manager of the Marden, Orth 
& Hastings corporation. 


R. F. SHORTELL, Pace Courses, 
Y. M. C. A., Los Angeles, has en- 
tered the employ of Klink, Bean & 
Company, Los Angeles. 


There never was a time when there 


lay upon young men the same obligation to read, 
to study, to prepare for advancement as now. The fast devel- 


oping science of business, the established branches of economics, 
the fascinating researches into reconstruction problems—all this material 
lies before you in book, magazine, pamphlet, and newspaper to read. 

“The young man and the old man who are not acquiring an understanding of the new 
principles and forces at work in this changing world are preparing themselves for a stag- 
nant career. . . . Read, study, advance. . . . Get out of the rut and into the march of 
the progressive.’”’—Editorial, New York Evening Mail. 
This clear-visioned editor sees economic facts as the 
He points out the way to success and the price of su 
The Pace Organization has long foreseen this 
to meet its needs and demands. 


Send for descriptive Bulletin and for complimentary copy of ‘‘Your Market Value,” a 36-page book- 
let which tells how many men and women have developed themselves into successful accountants 
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y are—commercial conditions as they will be. 
ccess in the new order of business. 


“fast developing science of business” and has made ready 
Thousands of Pace Students everywhere are now performing mana- 
gerial, organization, and accounting duties of great importance—in Government service, as partners 
in Accountancy firms, as business executives. 
The Pace Courses in Accountancy and Business Administration will give you immediate, intensive, 
marketable training in conjunction with your business duties. 
Resident Schools or by Extension through the mails. 


You can study the Course either in 
Summer classes are now forming at Pace 
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GEORGE E. COMERY, former 
student of the Pace Standardized 
Courses at the Providence Y. M. 
C. A., was recently granted his 
C.P.A. degree from the state of 
Rhode Island. Mr. Comery was 
successful in the March examina- 
tions in 1917. He was a student in 
the Providence school from 1913 to 
1916. Mr. Comery is now associ- 
ated in the practice of Accountancy 
with George M. Rex, C.P.A. (R.I.), 
525 Industrial Trust Building, Prov- 
idence, R. I. He is one of the 
youngest men ever awarded the de- 
gree in Rhode Island, being only 
twenty-four years of age. 


GEORGE O. KNAPP, a graduate 
of the Pace Courses in Washing- 
ton, D. C., has been appointed as- 
sistant in market business practice, 
Bureau of Markets, U. S. Depart- 
ment of Agriculture. 


E. W. MOORHEAD, Los Angeles, 
student in the Pace Courses, Y. M. 
C. A., has joined the staff of the 
Baskerville Audit Company. 
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ANY of the principles which 
underlie the activities of a re- 
tail pharmacy are applicable to 
other lines of retailing. For 
this reason, and for the reason 
that it contains an interesting 
comparison of business and the 
professions, we are publishing 
below a paper read before the convention of the 
New York State Pharmaceutical Association, 
June 25, 1918, by John T. Kennedy, LL.B., of 

the faculty of the New York 

College of Pharmacy (Co- 
lumbia University), and of 
Pace Institute. 


BUSINESS CONTROL 
OF THE PHARMACY 


Pharmacy, like other pro- 
fessions, has a business side. 
It is this business side 
which largely determines 
the extent, as well as the 
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macy are complicated. The pharmacist under- Paper by 
takes what approximates manufacturing: he John T. 


undertakes the compounding of prescriptions, aie 6 


which is the same as doing work upon special 
orders involving special skill; he undertakes the 
repacking of things from large bulk packages to 
small bulk packages; and he undertakes the buy- 
ing and selling of things in the same form in 
which he receives them. Some of the things he 
sells are in distinctive units; others of the 
things he sells are not in distinctive units, but 
the subject of measurement 
as to the individual sale. 
All of these constitute a 
combination which presents 
many business problems, 
and whichnecessitates much 
closer supervision on the 
part of the retail pharma- 
cist than is required in 
other retail lines. 

It is apparent that an at- 
tempt to systematize a phar- 


efficiency, of the profes- Statements macy down to the minutest 
sional service rendered. Page 122 detail would mean over- 
Very naturally the question The Yellow Bag systematizing. A concrete 
which the pharmacist asks Deters instance was the case of a 


is, How far can system as- 
sist him in rendering a 
more extensive and a more 
efficient professional ser- 
vice? 

Before proceeding further, I might remark 
that the question is not only one of failure as 
against success, but also one of the measure of 
success. Pharmacists, in some instances, may be 
able to do a fair business, without utilizing to 
the full the possibilities which business systems 
may open up. In other instances, the failure to 
adopt business principles may mean the busi- 
ness failure of the pharmacist. As a profes- 
sional man, it becomes the duty of the phar- 
macist, not merely to render some measure of 
service, but to render the greatest measure of 
service consistent with the opportunities pre- 
sented. 

Basically, the business functions of a phar- 
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man who had studied Ac- 
countancy and Business Ad- 
ministration, and who had 
entered the field of phar- 
macy. His studies in Ac- 
countancy had not been supplemented by ex- 
perience. He consulted me as to accounting 
records and routine office procedures. I imme- 
diately found that he was endeavoring to install 
a system which would require too large an 
amount of labor, and which would be altogether 
too complicated to serve a useful purpose. He 
utterly ignored the fact that many of the things 
which he would put into the records could be 
controlled by other means than records. Merely 
because he found a complicated condition, he 
jumped to the conclusion that a complicated 
system of accounts, of extremely detailed classi- 
fication, was necessary to meet the situation. 
Although the work of a pharmacist is some- 


Profit 
and 
Turnover 


what complicated, it does not fol- 
low that the alternative is between 
no system and over-systematizing. 
All that a system can do for a man 
is to give him knowledge of the facts of his 
business. After knowing the facts, he must 
have the business ability so to apply his knowl- 
edge as to attain the best business results. Ac- 
cordingly, the pharmacist must know facts, first, 
and then, knowing the facts, he must have the 
ability usefully to apply his knowledge in busi- 
ness transactions. 

There are two means of learning the facts con- 
cerning a business. The first of these is by per- 
sonal observation; the second is by means of 
records. Personal observation is limited by the 
capacity of the individual to observe and to 
retain a knowledge of the things observed. Even 
in the simplest instances, personal observation 
must be supplemented by records. For example, 
a proprietor can hardly retain in his mind the 
exact amount of indebtedness of each of several 
credit customers. Nor, in the constant inter- 
change of cash, can he hope to keep in mind the 
exact amount of cash on hand and in bank. If 
others than himself handle the cash, mere per- 
sonal observation, without any written record 
whatever, would be of little service in prevent- 
ing defalcations. To some extent, even in the 
simplest of enterprises, records are necessary. 

The extent of records required depends upon 
the extent to which the manager may be certain 
of control, without the assistance of written rec- 
ords. In this connection, I emphasize “cer- 
tainty of control.” Does the proprietor know 
which of the several departments of his busi- 
ness yields the largest profit return? Is the 
proprietor able, by personal observation, to 
ascertain the causes of loss? Without records, 
can the pharmacist determine whether an amount 
of discount offered him on a quantity purchase 
offsets the disadvantage of keeping goods on his 
shelf for a protracted period? These are typical 
questions vital to success in conducting a phar- 
macy. In each instance the inquiry must be, 
What records must I keep to enable me to be 
certain as to the causes which contribute to my 
profits, and as to the causes which militate 
against profits? 

Briefly, let me consider some of the conse- 
quences of attempts to decide these typical busi- 
ness problems purely on the basis of observa- 
tion. Estimates of profit on a given line are 
often based upon inadequate information. In 
making these estimates, too much emphasis is 
placed by the inexperienced man in business 
upon the margin of profit achieved in a single 
sale. The rate of turnover is inadequately con- 
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sidered or entirely ignored. For 
example, if in a given year a man 
can turn over a certain thing fifty 
times, at a relatively small margin 
of profit each time, he may achieve a larger total 
of profit than that derived from the turnover, in 
that year, of a slow moving article, five times. 

Moreover, he has the advantage of the use of 
this profit as to each turnover. Thus, if the rate 
of turnover is twelve times a year, the profit on 
the first turnover is available eleven-twelfths of 
the year; on the second, ten-twelfths, and so on. 
Furthermore, handling goods of quick turnover 
is a more conservative business policy. The 
more readily goods can be converted into cash, 
the greater the control of the proprietor in 
meeting his maturing obligations. In spite of 
these and other advantages flowing from an 
article which has a quick turnover, there is a 
constant tendency among retailers to favor cer- 
tain lines merely because they offer a larger 
margin of profit on a single sale. Unquestion- 
ably, if records had been kept as to a number of 
typical kinds of merchandise which would 
clearly disclose to the proprietor the full facts 
regarding profits secured for a period of time, 
these errors would not be so common. This is 
one illustration of how personal observation 
fails, and of how records help, in the solution of 
business problems. 

Precisely the same results occur when too 
much dependence is placed upon personal ob- 
servation in controlling expense. Not long ago 
the Federal Trade Commission made an exten- 
sive investigation of retail businesses. This 
Commission found that approximately seven out 
of every nine retailers who failed did not thor- 
oughly understand the problems of overhead 
costs. One very common error along this line 
was to ignore depreciation on the fixtures. Be- 
cause he failed to charge this depreciation 
against profits, the retailer naturally considered 
his profits larger than they really were. Larger 
amounts were withdrawn from the business than 
should have been withdrawn. As a consequence, 
when the necessity for replacement of the fix- 
tures arose, the funds were not available to meet 
the exigency. This is one typical instance of 
how a failure to recognize the causes of loss 
may prove exceedingly embarrassing to those 
engaged in retail lines. 

Personal observation fails, in many instances, 
to prevent the accumulation of goods which are 
not readily salable. Practically every pharma- 
cist will admit the disadvantage of having his 
capital tied up in goods which may not be sold 
for some time to come. Yet a prominent phar- 
macist in New York, not long ago, remarked 
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Biographical Snap Shots 
Men Who Have Made Good 


—|OWADAYS, banking offers many op- 
portunities for advancement to the 
live-wire type of young man.” Thus 
spoke the president of a large bank 
during the course of an informal con- 
versation not long ago. He cited many young 
bankers of his acquaintance who have made good 
at a comparatively early age. William Reed, vice- 
president of the International Bank, New York 
City, was one of the men he mentioned; and it is 
with Mr. Reed that this sketch is concerned. 

William Reed was born in Brooklyn, in 1871, and 
was educated in the public schools there. Then, 
despite his desire for a higher 
education, he had to goto work. 
His first job was in a naval 
stores office when he was thir- 
teen; here he performed for 
two years the traditional of- 
fice-boy duties—making the 
fire, sweeping out the office, 
running errands, and the like. 
Then he entered the employ 
of a wholesale whip concern, 
where he was a clerk for two 
years. His next position—a 
better one, of course—was as 
an office clerk with a window- 
shade factory. 

In 1890, when Mr. Reed was 
nineteen years old, his bank- 
ing career began. He secured 
a clerical position with the 
Third National Bank, New 
York, with which he remained 
for seven years—until, in fact, 
this bank was absorbed by the 
National City Bank, New 
York. With the latter insti- 
tution, Mr. Reed had a chance 
to prove the mettle that was 
in him. After serving for ten 
years in practically all the de- 
partments of the National City 
Bank, doing highly respon- 
sible work in each, he was 
elected assistant cashier and put in charge of 
general office work—a most important position, 
as the National City Bank during this time was 
growing and expanding by leaps and bounds. 

After making good at this executive work for 
several years, Mr. Reed was chosen Vice-Presi- 
dent of the International Bank, New York, on 
January 1, 1917. This brief announcement does 
not begin to tell the story of the reasons behind 
Mr. Reed’s selection. It is, however, a sufficient 
appreciation of his abilities to say that the Inter- 
national Bank is owned by the American Inter- 
national Banking Corporation, and is closely 
affiliated with the National City Bank. The Inter- 
national Bank, as its name implies, does a general 


William Reed, Esq. 


Vice-President, International Bank, the young man who looks 


New York City 


banking business with foreign countries—chiefly 
with Central and South America, Europe, and 
Australia. It was felt that Mr. Reed’s experience 
and development admirably qualified him to play 
a large part in guiding the policies of an institu- 
tion that looked upon the whole world as its 
clientéle. 

When you find a man who has forced his way up 
as Mr. Reed has done, you usually find that per- 
sonality, as well as ability, has had a good deal 
to do with the attainment of success. This is true 
of Mr. Reed. As he himself said sententiously— 
though he would be the last man of all to apply his 
remark to himself—“Men do 
business primarily with men, 
and only incidentally with in- 
stitutions.” Mr. Reed is the 
kind of man men like to do 
business with. Affable, just, 
even-tempered, always acces- 
sible, though by no means a 
time-waster, he has the rare 
knack of turning acquaintances 
into friends. “I like ‘Bill’ 
Reed as a man, and so I like 
to do business with his bank,” 
is a remark you often hear 
from the bank’s customers. 

Mr. Reed has found time to 
interest himself in many mat- 
ters not directly concerned 
with his daily business. When 
connected with the National 
City Bank, he was President 
of the National City Bank 
Club. He is a Thirty-second 
Degree Mason. He is in con- 
stant demand as a speaker be- 
fore various trade and busi- 
ness organizations. 

By nature and habit a stu- 
dent himself, Mr. Reed is an 
ardent believer in study for 


ahead and wishes to get ahead. 
“When I learn that a young 
fellow is putting in his spare time in studying sub- 
jects that will develop him mentally, I regard his 
eventual success as a foregone conclusion,” is the 
way in which Mr. Reed puts the matter. 

Mr. Reed is one of the many live-wire business 
men of to-day who look forward to countless op- 
portunities in American commerce, after the war, 
for properly qualified young men. “But it will be 
a case of the survival of the fittest,” says Mr. 
Reed. “Incompetents will be no more in demand 
then than they are now—trained ability will be the 
marketable commodity; and whether the demand 
will outrun the supply depends upon the degree 
in which young men wake up now and make ready 
for executive and financial responsibilities then.” 
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Incorpora- 
tion by 
Reference 


ARLY in his career 
as a manager, Louis 
C. Eitzen, a former 
Pace student, un- 
dertook to use time-saving ex- 
pedients in drawing contracts. 
He discovered that certain 
clauses of the sales contracts of 

his concern changed with practically every con- 
tract, but that other clauses remained the same. 
Accordingly, he designed a printed sales con- 
tract in the form of a quotation letter. The 
clauses remaining unchanged were printed on 
the back of the letter, and specific reference to 
these clauses was printed in the opening para- 
graph of the body of the letter. 

Some time after adopting this expedient, Mr. 
Eitzen began to doubt as to whether a printed 
reference to the printed ciauses was legally 
binding upon a customer’s acceptance of such a 
quotation. He asked my opinion, and although 
I gave him an immediate answer, I regarded 
his point of such importance as to warrant re- 
search and treatment in this department. 

Executives who draw a number of contracts 
find time-saving expedients of the kind men- 
tioned convenient. Instead of being on the back 
of the paper, these printed parts may be on the 
margin, and in some cases may be contained in 
a separate paper. In each instance, the motive 
is the same—that is, the elimination of the repe- 
tition of the material in the body of the contract 
itself. 

Along with the convenience which attends 
these time-saving expedients, there are certain 
possible dangers. Unless a specific reference is 
made in the body of the contract to the parts to 
be found elsewhere, there may be doubts as to 
whether these parts are included. For example, 
there are cases which have held that marginal 
notes were not included, because there was no 
reference to them in the body of the contract. 
It does not matter that the marginal note, or 
other separate writing, contains a reference to 
the contract. Such a reference is without legal 
effect as a reference; the proper expedient is to 
refer to the addended matter in the body of the 
contract itself. 

An example of such a reference held to in- 
clude the addended material in a contract is 
found in a New York case. In this case, the 
letter read “subject to the conditions printed on 
the other side and which form a part of this 
agreement.” The concern in question used a let- 
ter which had the conditions printed on the 
other side, and incorporated these words of ref- 
erence in the body of the letter. The court held 
that the conditions printed on the other side 
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became an integral part of the con- 
tract itself. In the form that Mr. 
Eitzen used, there was printed on 
the face of the letter-head the fol- 
lowing: “Referring to , we take pleasure 
in quoting you as follows on equipment made 
up as indicated, subject to the terms and condi- 
tions mentioned on the reverse side, and which 
are made part hereof, except as hereinafter 
modified.” In accordance with the above men- 
tioned case, this clause is sufficient to embody 
the addended material in the contract. 

The reference must be clear of all doubt, ac- 
cording to another New York case. In order to 
accomplish this purpose, the words used must 
clearly identify the material which it is desired 
to include in the contract. If the reference is 
to a separate paper, then it is desirable to de- 
scribe that paper so clearly that there can be no 
doubt as to its identity. 

If the separate paper contains other condi- 
tions than those specifically referred to, then 
such other conditions do not become part of 
the contract. In each instance, only that part of 
the separate writing referred to which serves the 
purpose of the reference becomes a part of the 
contract. A typical case in point is that of the 
Baltimore & Ohio Railroad Co. v. Stewart, 79 
Md. 487. In the contract, the wording was 
“B. & O. specifications to govern.” The specifi- 
cations referred to were contained in another 
agreement which provided, among other things, 
that the company should have the right at any 
time to suspend the execution of, or annul, the 
contract, upon giving a certain number of days’ 
notice, without being liable for any loss or dam- 
age to the contractors. 

At the trial, it was shown that the contractor 
had done work for the railroad under the con- 
tract referred to for a number of years. Accord- 
ingly, he was familiar with every provision of 
that contract. Despite the presentation of this 
evidence, the court held that the words, “B. & 
O. specifications to govern,” incorporated in the 
new contract only such parts of the old contract 
as were clearly specifications. Inasmuch as the 
provision under which the railroad company 
attempted to annul the contract was not re- 
garded as a specification, it was held not to be 
included in the new contract. From this case, 
it is apparent that in making the reference 
care must be exercised to use such words as will 
include all the conditions in the separate paper 
which it is desired to include. 

With the decisions on this subject in mind, 
the following may be suggested as rules for 
the guidance of executives who make contracts 
under these circumstances: first, there must be 
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elsewhere, which it is desired to 
include; second, the reference must 
be so clear that there can be no doubt as to the 
identity of the material which it is desired to 
include; third, the reference must be so clearly 
worded as to include all of the conditions to be 
incorporated in the contract. 


CCOUNTING treatment of partners’ salaries 
and so-called interest on partners’ capital 
flows out of the legal rules on this subject. 
These amounts are properly considered as part 
of net profit, and not as expense items to be 
charged against gross profit to determine net 
profit. 

The treatment in either case flows out of the 
legal rule that each partner is supposed to de- 
vote his entire time and efforts to the partner- 
ship for his share of the profits. In many cases, 
it has been held that if a partner should devote 
more time to the business than his copartner, he 
is entitled to no additional compensation. The 
only exception to this rule occurs when the 
partnership is wound up by one of the partners 
on dissolution, and when the dissolution is 
caused by the misconduct of the other partner. 
In other cases of dissolution, the duty devolves 
upon the surviving members to wind up the af- 
fairs of the partnership, without any special 
compensation for the extra labor entailed. 

The exception to this rule is found in the 
recent Excess-Profits Tax. This exception is 
made, because it was deemed unfair to permit 
the officers of a corporation to charge salaries 
against profits and not permit the partners of 
a corporation to do so. The exception is sim- 
ply a distinction for tax purposes, and has no 
other application than to the computation of 
taxes. 

Rent paid to a partner for the use of his prop- 
erty and interest on a loan by a partner are 
readily distinguished from so-called salaries or 
interest on partners’ accounts. In both of these 
cases, the partner is acting as an independent 
third person would act. He becomes a debtor 
to the partnership as to these amounts. On the 
other hand, so-called salaries and so-called inter- 
est on capital accounts represent amounts he is 
to receive by virtue of his contributions of capi- 
tal or of skill. Since these contributions are 
made for the purpose of joint profit, any com- 
pensation therefor is clearly a part of such profit. 
Accordingly, the accounting treatment of not 
charging such amounts against gross profit, as 
expense items, is founded upon the legal de- 
cisions. 


made on the instalment plan. Previous regula- 
tions had covered these sales, mostly with refer- 
ence to the question of whether title did or did 
not pass at the time of the sale. The new de- 
cision prescribes the one method of ascertaining 
the income, regardless of whether title has or 
has not passed. 

The decision sets forth four ways in which 
these goods are ordinarily sold on the instalment 
plan. These are: “(1) a provision that title is to 
remain in the seller until the buyer has per- 
formed his part of the agreement; (2) a convey- 
ance of title to the purchaser, subject to a lien 
for the unpaid portion of the purchase price; 
(3) the conveyance to the purchaser and an 
immediate reconveyance by way of chattel mort- 
gage to the seller; (4) conveyance to a trustee 
in trust to hold the title pending performance 
of the contract, and subject to its provisions.” 

The decision then comments upon the fact 
that the first of the above forms can not be en- 
forced in a number of the states according to its 
terms. In these states, it is regarded as a sale, 
with a chattel mortgage given to secure the 
unpaid purchase price. The reason why these 
states so regard the transaction is to protect the 
rights of other creditors of the purchaser. 

Since the object of all of the methods is the 
same, the decision prescribes one method of de- 
termining the income. This method is to deter- 
mine the proportion of each instalment payment 
which the gross profit to be realized for the 
entire contract bears to the contract price. 
Thus, if the gross profit to be realized is 25 per 
cent. of the contract price, then 25 per cent. of 
each instalment payment would be returned as 
income. 

Should the vendee default and the vendor 
secure the property back, then the entire amount 
received on the instalment payments, less profit 
originally returned, will be income to the ven- 
dor for the year in which the property was 
repossessed. 


he teaches a man to be careful respecting 
his business associates. This is brought 
out in nearly every case where the rights of two 
or more innocent parties are affected by a fraud- 
ulent act. The party who trusted, or depended 
upon, the representations of the person commit- 
ting the fraud, or the party whose acts made the 
fraud possible, is the one who ordinarily loses. 
Trust men in business, but be careful whom you 
trust. 
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HIS Department 
does not publish 
answers to all of 
the questions re- 
ceived, but only to those which 
we deem to be of general inter- 
est to our readers. A communi- 

oli: _ cation, in order to receive at- 
tention, must contain the name and the address 
of the person asking the question. 


HE lectures on the Federal Reserve Act 
state that rediscount is used, ordinarily, 
only for emergency purposes. From the various 
newspapers’ financial pages, I note that Federal 
Reserve Banks are now constantly rediscount- 
ing commercial paper. Will you kindly explain 
the reason for this fact? 

The reason is the same as that stated in the 
lecture—emergency. Any nation engaged in a 
great war is in an emergency condition in re- 
spect to finance, as well as in respect to other 
phases of a conflict. The Federal Reserve Sys- 
tem is a tremendous help in solving the very 
many difficult problems which arise in connec- 
tion with war finance, and some of this assis- 
tance is given through the system of rediscount- 
ing short-time commercial paper. 


T is the custom of our plant to make certain 

tests of fixed property, such as machinery, at 
required intervals. In some instances the ma- 
chines are repaired, and in other instances they 
are not repaired. Is it proper to charge the cost 
of making these tests against the Reserve for 
Depreciation? 

The Reserve for Depreciation, ordinarily, 
measures an amount representing the wastage 
of the asset for which the reserve is set up. 
Sometimes the reserve includes an estimated 
cost of repairs, prorated as to the years of the 
estimated life of the machine. In these cases it 
is proper to charge the repairs against the re- 
serve. The costs of tests, however, should not 
be charged against the reserve, for the reason 
that the reserve is ordinarily deducted from the 
cost of the asset it represents to find present 
value. Present value is in no way enhanced by 
these tests. For this reason, the amount ex- 
pended is ordinarily charged against the profits 
of the year in which the tests are made. 


HAT does an accountant owe to a junior 

in the way of instruction, guidance, and 
counsel? 

It is not to be expected that the accountant 

can give all of the instruction that a junior 

needs. In Law and in Medicine, as well as in 
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Accountancy, it has been demon- 
strated that a young man can not 
thoroughly learn his profession in 
an office. Schools are necessary for 
this purpose. Nevertheless, the accountant may, 
and should, supplement the instruction of the 
schools. Most accountants do this. In the larger 
offices, not a little literature is written for the 
benefit of the staff. Some of these larger offices 
have libraries available to the members. Quite 
frequently the accountant will go out of his way 
to instruct the junior on specific points which 
arise in the course of the audit, even beyond the 
instruction necessary to the conduct of the 
work. Furthermore, certain of the societies of 
accountants admit juniors as associate members, 
so that they may attend the meetings and gain 
instruction from the several matters discussed. 
There is no question that the professional man 
has a duty to instruct those who are candidates 
for his profession, and, upon the whole, the 
members of the Accountancy profession are dis- 
charging this duty with fidelity. 


ECENTLY there was a small fire in our 

plant. The amount that the insurance com- 
pany paid for the damage to the plant was 
$1,200. The cost of repairing was $800. Will 
you give me the treatment of these transactions 
in the books of account? 

It is assumed that the cost of repairing was 
not as much as the amount received from the 
insurance company, because the damage was 
such that the building could not be placed in 
the same condition as before. This is likely 
to be the case, as it is extremely unusual for an 
insurance company to pay greater damages than 
are actually incurred. Accordingly, the entries 
would be: 

(Date) 
INSURANCE COMPANY 
OUP TAIN Ta. sas iad ar 

To record damage to plant by 

fire, covered by insurance. 


er ee eee 


CAS Higa nale’, | or oot 
To INSURANCE COMPANY 
For payment of insurance. 


(Date) 


I200 


PLAN als wu itn. stk vag oe 

To CASH OR LIABILITY... 

For cost of repairing damage to 
plant by fire. 


The ultimate result of these entries is that the 
Plant Account is $400 less than before the fire, 


which is offset by an addition to Cash of like 
amount. 
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IS the maker, and Y the payee, The 
of a note. A resides in one 
state and Y in another. According 
to the laws of the state where Y 
resides, the note is not at a usurious rate of 
interest. According to the laws of the state 
where A resides, it is usurious. Which of these 
States determines the legality of the note? 

If the rate of interest is legal in either of the 
states, then the note is not at a usurious rate of 
interest. In other words, the rule is, that where 
a maker and a payee reside in different states, 
the legal rate in either state may be the rate in 
the note. 


[* the May issue of The Pace Student, you 
explain the computation of Income Taxes as 
to corporate dividends. I understand that if the 
dividends are out of earnings in a year prior to 
1914, they are taxed at the rates for the year in 
which earned. Just how is this computed? For 
example, if $10,000 worth of dividends were re- 
ceived out of earnings for 1916, in computing 
the surtax on a total taxable income of $55,000, 
how would you proceed? 

So much of the income as represented that de- 
rived from other sources than the dividends you 
name would be computed at the rates prescribed 
for the year 1917. When this was completed, 
the remaining income would then be computed. 
at the rates prescribed for 1916, on the divi-: 
dends earned in that year. For example, if the 
total taxable income were $55,000, the surtax. 
would be on graduated amounts over and above 
$5,000. You would compute these at the various 
rates for 1917 up to $40,000. Then, on the $10,- 
ooo representing the dividends, you would com- 
pute the tax at the rate prescribed for the 
amounts between $40,000 and $60,000, for 1916— 
that is, 2 per cent. of $10,000. 


HOULD a storehouse, engineering depart- 

ment, boiler station, and electrical depart- 
ment, in a concern that has six separate plants, 
each plant getting supplies, steam, power, and 
the like from the above departments, make a 
profit above the cost of operation? 

No. It is proper to include profit only on 
products or service actually sold to the custom- 
ers of the organization. The costs of operating 
these departments are merely a part of the cost 
of the product, or the service, which is sold. If 
you include a profit on the interchange between 
the plants, you load the inventory with an 
amount of anticipated profit, which is not con- 
servative business practice. Should a part of the 
thing produced in any of these plants, over and 
above that entering into the main product, be 


119 


ACE STUDENT 


July, 1918 


sold, then such parts of the costs as 
are chargeable to the incidental sale 
are credited to the costs of the prin- 
cipal product. Even were these 
plants run by separate corporations, all owned 
by a parent corporation, with a fictitious profit 
as to products sold, or service rendered, as be- 
tween the plants, there would be, on a consoli- 
dated income return, an elimination of the inter- 
company profits. 


HICH of the two sentences below is cor- 
rectly constructed? 

“As a general rule, spell different numbers 
that may be expressed in one or two words, as, 
seventeen, sixty-six, twenty-two.” 

“As a general rule, spell different numbers 
that may be expressed in one or two words; as, 
seventeen, sixty-six, twenty-two.” 

The second sentence is correctly punctuated. 
Always use the semicolon before “as” when it 
precedes a short enumeration. If the semicolom 
were not used, the break before “as” would evi-- 
dently be of no more importance than the break: 


following “as.” This is not the intended inter-. 


pretation of the sentence. 


HAVE always had trouble with the use of 

“whosoever” and “whomsoever.” Will you. 
kindly tell me which of the following sentencés 
is correct and why? 

“I gave the books to whomsoever asked for 
them.” 

“I gave the books to whosoever asked for 
them.” 

The second is the correct sentence. “Whoso- 
ever” is in the nominative case as the subject of 
“asked.” The principle to bear in mind is that 
a relative pronoun always takes its case from 
the clause in which it stands. In this sentence, 
the clause “whosoever asked for them” is used 
as the object of “to,” but this fact does not put 
whosoever in the objective case. 


WAS is the correct pronunciation of the 
word advertisement? 


The preferred pronunciation is ad-viir’-tiz- 
mént, although there is some authority for put- 
ting the accent on the third syllable. 


N addressing a letter to a firm, “Attention of 
J. H. Smith,” should the salutation be “Gen- 
tlemen” or “Dear Sir’? 

The salutation should be “Gentlemen.” The 
correct arrangement of the receiver’s address 
and the salutation follows: 
Messrs. Brown & Benton, 

30 Broadway, 
New York, N. Y. 
Gentlemen: 


Attention of 
Mr. J. H. Smith 


A 


Q' 


to Fdi- 
torial 


A 

Recipe 

for 
Happiness 


Rules 
and 
Exceptions 


\F you seek happi- 
ness, go to the can- 
tonments. You will 
find that smiling 
faces greet you. You will hear 
cheerful, animated conversa- 
tions. Information will be given 
you with a good measure of 
courtesy. These men are happy, because they 
are about to take part in the biggest job which 
the Almighty has ever entrusted to humanity. 
They are happy, because they live as men were 
intended to live. They enjoy health and physi- 
cal fitness. Yet they do not have anything 
which is not within your reach. Do as they do. 
Take some physical exercise, get plenty of fresh 
air, eat less. Do not let your appetite for an 
excess of rich food develop you into a dyspeptic 
grouch. Enjoy the same in- 
spiration which comes from 
service that they enjoy. 
Support the various War 
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bigger purpose than the one served 
by the rules—a condition which 
arises at times—then the rules 
should be broken. Rules are made 
to cover ordinary, routine conditions. In busi- 
ness and in governments, in peace and in war, 
the exceptional man is the man who knows when 
and how to make exceptions to the rules. 


AVE you a shotgun mind or a rifle mind? 

After you have taken mental aim, do your 
thoughts and concepts scatter and spend their 
force before reaching their target, or do they 
coalesce into one definite brain-projectile which 
speeds straight ahead and unerringly finds its 
mark? In short, are you scatter-brained or single- 
minded in what you conceive and execute? 

The honest answer that you make to these 
questions bears pretty di- 
rectly upon your final status 
and rating in business. The 
executive that plans and 


Boards of the Government, 
invest your savings with 
the Government, contribute 
to the war organizations, let 
the men in France have the 
encouragement of your en- 
thusiasm and your help. 
Remember that happiness 
dwells where least expected. 
There are more unhappy 
men among those whose 
every wish is gratified than 
in any other class. Poverty 
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does things thinks straight 
and lets nothing interfere 
with the accomplishment of 
his aims; he is the sort of 


A Shot 
or a Ri. 
Mind? 


man for whom there is al- | 


ways a demand, usually at 
a high salary. On the other 
hand, the confirmed routine 
worker, when confronted 
with the necessity of mak- 
ing sound decisions, finds it 
hard to focus his mental 
faculties on the objective to 


gave birth to the wit of the 
Irish, oppression to the hu- 
mor of the negro. Some- 
times it seems as if happi- 
ness nestles among the thorns of trouble and 
disaster and danger. Give till it hurts and be 
happy. Live as the men at the cantonments live, 
and you will be happy. 


HERE are times to keep rules and there are 

times—infrequent but important—to break 
rules. Pershing’s men rejoiced, because in 
France they could get what they needed, when 
they needed it, without the obstruction of rules. 
You have probably read how an Army captain 
“broke the rules” in order to get out the regis- 
tration forms in time for the first registration. 
In the few short months that have elapsed, he 
has been promoted from captain, past the ranks 
of major, lieutenant-colonel, and colonel, to the 
high rank of brigadier-general. He received this 
promotion because he knew when to “break 
the rules.” If the purpose to be served is a 
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be gained; his value to his 
organization, therefore, is 
generally little more than a 
modest weekly wage. 

The encouraging fact, however, is that study 
and training can, and do, develop a shotgun 
mind into a rifle mind. Whichever kind of mind 
you finally possess will depend in large degree 
upon how much you have studied, how you have 
studied, and how you have applied the results 
of your study. 


ORE and more we find that business men 

are taking an active part in war activities. 
Duties that were formerly in the hands of men 
skilled in military science have been turned over 
to these business men, because the work more 
directly appertained to business. This has been 
true in England as well as in the United States. 
At the same time, it is to be noted that the Navy 
has called upon business men to a somewhat less 
degree than has the Army. The reason for this 
is that the Navy has been a large organization, 


Busine 
Men ir 
Govert 
Work 


comparatively speaking, and that 
its officers have had to engage in 
business dealings continuously. 
Consequently, the Navy did not 
have to resort to business men to quite the same 
extent as did the Army. After all, the prin- 
ciples of organization are pretty much the same 
in all lines of business. It is because the man 
who has been a leader in business is fit to be a 
leader in the business side of war that this de- 
mand for active business assistance in the War 
Department has arisen. 


WO distinctive types of men are “minute 

men”—always ready, and “last minute men” 
—never ready. The first type pursues an even 
course through life; the second one moves spas- 
modically. Your “minute man” uses his nerve- 
force in his business; the “last minute man” 
loses his nerve-force in attempting to do busi- 
ness. He, the “last minute man,” always needs 
a rest, but never gets one. The other fellow— 
that is, the “minute man”—rests when he rests 
and works while he works. It pays to be a “min- 


ute man.” 
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ervility 
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EVER in the history of the world has the 

word “service” been uttered so often. 
Everywhere, in France and here, men and women 
are cheerfully serving and sacrificing. Now, as 
never before, do men realize that service is the 
arch enemy of servility. We began this war 
because Germany would make us servile to her 
wishes on the high seas. We are resolved to 
fight this war to a finish because we believe, and 
have good reason to believe, that Germany 
would, if she could, impose absolute servility 
upon us. Because we will not be servile, we 
serve. 


ORWARD thrust” is one of the many vivid 

phrases which the great war has projected 
into our civilian vocabulary. Its meaning is ap- 
parent, and so is its applicability to those of us 
who are not content to stand still in business. 
The “forward thrust” young man or woman is 
that one who mentally visualizes the advance- 
ment in position that can be obtained, who sys- 
tematically makes ready to deserve such ad- 
vancement, and who never relaxes in the effort 
to attain it. Are you developing into a “forward 
thrust” person in reference to your business 
future? 


HERE is a vast difference between what 
you want and what you need. This is a 
truth which a young man learned just before he 
went to college. His father asked him to tabu- 
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late his admissible expenses for the 
first year. The son figured that 
they would be about twenty-eight 
hundred dollars. Then the father 
asked him to cross out everything he could do 
without. The sum was reduced to about nine 
hundred dollars. There was just nineteen hun- 
dred dollars’ difference between what he wanted 
and what he needed. This is a test that any one 
can make who desires to find out how much he 
can help in this war. Do without the things 
that you want and do not need, and you will be 
surprised at the size of your contribution to the 
victory of Democracy. 


HOULD a young man ask for an increase in 
salary? Yes, if he has good reasons to be- 
lieve that he deserves it. Sometimes, you find 
young men who nurse a grievance instead of 
having the matter out. Let them continue long 
in this state of mind, and if they ever did de- 
serve an increase, they will soon put themselves 
out of the way of it. Executives should encour- 
age frankness from their employees on this 
point, and the employees should be frank. If the 
young man does not deserve the raise, even 
though he thinks he does, he should know why 
he does not. If he does deserve it, he should 
take measures to get it. This is a matter in 
which it pays to have the courage of your con- 
victions. 


O you complain that merit does not govern 

the awards of success? If so, do you help 
to correct the situation by helping the meritori- 
ous man? Do you buy carefully and hire judi- 
ciously, not merely for self-interest, but also 
upon principle? For, the more you reward 
merit, the more you increase merit. Be as efh- 
cient in your spending as you are in your earn- 
ing, and you will be promoting your own effi- 
ciency and that of others. 


CRAPHEAP! This is what many a young 
man is making of his spare hours—the 
hours between dinner and bedtime. The analy- 
sis of the careers of successful business men 
reveals many interesting facts—none more in- 
teresting than that without exception they have 
made productive use of their spare time in equip- 
ping themselves for bigger duties and responsi- 
bilities. Conversely, turn a searching eye upon 
the habits of the mediocre, the failures, the 
ne’er-do-wells, the riffraff in any community, 
and you will find that to them spare time has 
always been a thing to be wasted, and wasted 
it they have—made a scrapheap out of it. Need 
a moral be tacked on? 
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N the June number of The Pace 
Student, I presented a problem 
on the arrangement of items in 
statements for credit purposes, 
and solved the problem from 
the standpoint of the Balance- 
Sheet items. In this issue, the 

=. 3) form of the Profit and Loss Ac- 
count required by the problem is given, in con- 
junction with the forms prescribed, both for the 

Balance Sheet and for the Profit and Loss Ac- 

count, by the Federal Reserve Board. 


SOLUTION AS TO PROFIT AND LOSS ITEMS 


BLANK COMPANY 


Manufacturing and Profit and Loss Statement 
For the year ended December 31, 1916 


Salea sprees eek ee eee ele. Ceti $xx 
Less: 
Returns and allowances on sales. $xx 
Freight and cartage outward..... XX 
Discount allowed on sales....... Spd i bigs 
Net Sales Tae Tages oa $xx 
Cost of goods sold: 
Material inventory, Jan. 1, 1916.... $xx 
Material purchased .............. $xx 
Less: Discount received on pur- 
CUASES rile Vinten ca mibaunnmy kate XX 
$xx 
Freight and cartage inward.......... Xo ex 
$xx 
Less: Material inv., Dec. 31, 1916.. ex 
Cost of material used......... $xx 
Labor) factory pay-roll |) ee. xX 
Manufacturing expense: 
FORO 212 (UN dte tg wig Weal atone Ss ofc $xx 
Factory expense isos ue ee as XX 
Repaits;)machineryy).i 3. eee.. XX 
Repairs, buildings 0.0 Oia oe. XX 
Depreciation, machinery, 1916 . XX 
Depreciation, buildings, 1916 ..... XX 
Insurance, buildings and machinery xx 
Taxes, real estate (expired)....... Bg I) o 66 
$xx 
Work-in-process, inventory Jan. 1, 1916.... XX 
$xx 
Less: Work-in-process, inv. Dec. 31, 1916 xx 
Cost of finished goods produced..... $xx 
Finished goods, inventory Jan. 1, 1916..... XX 
$xx 
Less: Finished goods, inv. Dec. 31, 1916. xX 
Costof goods 'soldis fic 2 | Meee ws aes XX 
Gross profit on sales............... $xx 
Selling expenses: 
Advertising ? tye 20a aeuvaeetety $xx 
uSalariess salesmen 4). UW anion cee. XX 
Commissions paid salesmen ....... XX 
Total selling expense .......... $xx 


$xx 
$xx 


Gross profit on sales (forward) 
Total selling expense (forward) . 


General and administrative expense: 


Salaries, general officers 
Office pay-roll 

Office expenses 
Insurance, finished goods 


eee eee ee ee 
eee eee eee we eee wee wee 
eee ee ee ee ee wm eee eee 


eeeeeeeres 


Total general and administrative 
expense 


e008 8 @ eo 6 bes 6a 6 « » 2 ee be 


Total expenses 


eee se eee eene 


Net profit on sales 


Other income: 
Interest received 


oe ee ewer 


Ce 2 


Gross jincome yf) por ee 


$xx 


cece reece er eee ees see seer ee eens 


soe cece ecee ees 


fees eee eee eee ee aesee 


eevee ereee 


Net income profit and loss 
Profit and loss, 1915 surplus 


Surplus, December 31, 1916 


COMMENTS ON THE SOLUTION 


In preparing the Statement, I have headed it “Manu- 
facturing and Profit and Loss Statement.” This head- 
ing implies that the manufacturing statement and the 
profit and loss statement are incorporated in one state- 
ment. Inasmuch as the statement is not long, this is a 
desirable treatment. It would not be incorrect, how- 
ever, to have two statements—one a manufacturing 
statement, and the other a profit and loss statement. 

The manufacturing and trading part of the statement 
contemplates finding—first, the net sales; secondly, the 
cost of the goods sold; and, by deducting the cost of 
goods sold from the net sales, the gross profit on sales. 

In finding the net sales, the total of the sales was 
taken, from which was deducted the total of returns 
and allowances, freight and cartage outward, and dis- 
counts allowed on sales. There may be some question 
as to the inclusion of the latter item in this part of the 
statement. If the account “Discount Allowed on 
Sales” includes only cash discounts, then it should be 
included in the profit and loss section, and not in the 
trading section. But since the term employed was not 
“Cash Discounts,” it has been assumed that it may mean 
trade discounts. In accordance with this assumption, 
it has been included in the trading section. At this 
point it might be stated that on items of this charac- 
ter, the titles of which are susceptible to different in- 
terpretations, it is desirable to comment when solving 
problems in an examination. 

The cost of goods sold naturally divides into the 
cost of material, the cost of labor, and the manufac- 
turing expense. It is to be noted that the discount re- 
ceived on purchases is included as a deduction from 
the material purchased. The reason for this is the 
same as that given respecting discounts allowed on 
sales, it being presumed that the title refers to trade 
discounts as distinguished from cash discounts. If the 
title “Cash Discounts” had been used, it would be in- 
clusive, as an item of “Other Income,” in the profit 
and loss section. 

The items “Taxes on Real Estate,” “Insurance,” and 
“Depreciation” are properly included as part of the 
cost of the goods. This view-point has been sanc- 
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tioned by the Federal Trade Commission. These items 
would naturally be included, in part at least, in rent, 
should the building have been rented. There is no 
question but what “Rent on Plant,” when actually paid, 
is properly included as part of costs. There are, how- 
ever, instances wherein one or more of these items 
are treated in the profit and loss statement, although 
the better practice is to include them as part of the 
manufacturing statement. 

It will be noted that the opening inventories in each 
instance are dated January 1, 1916. As set up in the 
books, these inventories are stated as December 31, 
1915. The Statement includes the period from Janu- 
ary I, 1916, to December 31, 1916. Accordingly, it is 
the practice to state the opening inventory as of the 
beginning date of the statement—in this case, Janu- 
ary 1, 1916. 

The profit and loss section of the Statement is di- 
vided into Selling Expenses, General and Administra- 
tive Expenses, Other Income, and Deductions from 
Income. 

No division has been made between general expenses 
and administrative expenses, for the reason that there 
are only a few items under this combined heading. 

Insurance on Finished Goods is properly included 
under General and Administrative Expense. It is not 
properly included in the manufacturing and trading 
part of the statement. The protection accorded by 
this insurance is not one incidental to manufacturing 
operation, but one incidental to the holding of the 
goods for the purpose of liquidation. 

No charge appears in the model solution for bad 
debts. Had an instalment of these bad debts been 
written off for the year ending December 31, 1915, this 
instalment would have been charged against profits. 
There is nothing in the problem to indicate such in- 
tention. Although the problem does state “Doubtful 
Accounts Receivable,” this statement indicates certain 
of the accounts receivable that are deemed doubtful— 
it does not indicate, exclusively, accounts receivable 
that are deemed uncollectable. Only by placing the 
latter construction on the term, would there be justifi- 
cation for charging this account in as part of the profit 
and loss account. It may be stated that there are three 
classes of accounts receivable: those deemed good, 
those deemed doubtful, and those deemed bad. The 
bad or uncollectable accounts may be written off, in 
which event there would be a charge to the reserve 
and a credit to the accounts. Accordingly, the inter- 
pretation which has been placed upon the account, 
“Doubtful Accounts Receivable,” is that it is an item 
representing such of the accounts receivable as were 
doubtful, and which may or may not be collected; as 
such, it is clearly a balance-sheet item and not a profit- 
and-loss-account item. : 

The heading, “Deductions from Income,” conforms 
with the form prescribed by the Federal Reserve Board. 
All of the items included under this heading are in the 
nature of special charges to profit and loss. 

With respect to the Organization Expenses, it is to 
be noted that the one-third to be charged off is covered 
by this item. On the Balance Sheet heretofore given, 
a display was made as to this one-third charged off. 

Subscriptions and Donations are in the nature of 
special deductions from income. They are not strictly 
expenses incurred as a matter of trading. 

Under the new income-tax law, income tax paid for 
a preceding year can not be deducted in ascertaining 
taxable income for the current year. Accordingly, this 
may be recorded as a special deduction from income. 
After the net income has been determined, the “Profit 
and Loss, 1915, Surplus” is given. The terminology is 
the same as that used in the problem. The amount of 
this surplus is added to the net income, the sum of the 
two items representing the surplus as at December 31, 
1916. This arrangement conforms, it will be noted, 
with that given in the Federal Reserve Board’s state- 
ment. 


FORM OF BALANCE SHEET 


(Prescribed by Federal Reserve Board) 


ASSETS 


Cash: 


ta. Cash on hand—currency and coin .. 
1b. Cash in bank 


2 | 


Notes and accounts receivable: 


3. Notes receivable of customers on 
hand (not past due) 

5. Notes receivable discounted or sold 
with indorsement or guaranty .... 

7. Accounts receivable, customers’ (not 
PAStHOMeY ven es LiG Gann tre ues 

g. Notes receivable, customers’, past 
due (cash value, $....) .......... 

11. Accounts receivable, customers’, past 
due (cash value, $.... 


Ce ey 


eee eee es ee 


Less: 
13. Provisions for bad debts $xx 
15. Provisions for discounts, 
freights, allowances, etc... XX 
Inventories: 
17. Raw material on hand ............. 
19. Goods in process ................. 
21. Uncompleted contracts ...... XX 
Less: Payments onaccountthereof xx 


23. Finished goods on hand 


oe se ee ee wae 


Other quick assets (describe fully): 


Ce er 


Ce 


ments) 


CS er 


Securities: 


25. Securities readily marketable and 
salable without impairing the busi- 
NESS ys hear Sete ieee eateratr ee 
27. Notes given by officers, stockhold- 
ers, or employees(W i eh, 
29. Accounts due from officers, stock- 
holders, or employees 


TRC as Tie at Yea Coy aK} 


Total current assets 


ee a a Y 


Fixed assets: 


wand ased for plant) cy vals wea 
. Buildings used for plant 
a Machinery uns. oa iam oman an ake 
. Tools and plant equipment 
. Patterns and drawings ............ 
. Office furniture and fixtures ....... 
. Other fixed assets, if any (describe 

fully) 


Cr ) 


ee ee ee eee 


@ 6 eel lere « (é)\ee (e140) et 6d \v! © a)p ele) eee 


Less: 
45. Reserves for depreciation 


Total fixed assets 


ry 


Deferred charges: 
47. Prepaid expenses, interest, insurance, 
taxes, etc. 

Other assets (49) 


CeCe ie Pee ee TC Si Ir a Sar WT 


Cee ewes orenveseevieveesens 


Total assets 


6) bo ele) he ke 'a})6 m0) 0 ele ella. eo) 6) # 


$xx 


XX 


XX 


$xx 


XX 


Grouping LIABILITIES 
Items in Bills, notes, and accounts payable: 
Business Unsecured bills and notes— 
Statements 2. Acceptances made for merchan- 
. dise or raw material purchased . 
(Contirued) 4. Notes given for merchandise or 
raw material purchased ........ 
6. Notes given to banks for money 
DOTLOWEE Witenes k CREE ck A 


8. Notes sold through brokers 
. Notes given for machinery, addi- 
tions to plant, etc. 
Notes due to stockholders, officers, 
or employees 


I2. 


Cr 


Unsecured accounts— 
14. Accounts payable for purchases 
(not yet due) 

16. Accounts payable for purchases 
(past due) 

18. Accounts payable to stockholders, 
officers, or employees 


ey 
| 


Secured liabilities— 
zea. Notes receivable discounted or 
sold with indorsement or guar- 

anty. | (contra)ix, iy...) ei. 

2ob. Customers’ accounts discounted 
or assigned (contra) 

2zoc. Obligations secured by liens or 
inventories 

2zod. Obligations secured by securities 
deposited as collateral 


eer e ee ee oes 
CC | 


22. Accrued liabilities (interest, taxes, 
wages, etc.). 


eee eee eee eee oe see 


Other current liabilities (describe fully) : 


Ok 0166 Ce 0.6.6) 0 16 60 O10) She es) mie 6a) je © © abd sim 6 


© 9 © 6 os ® We © 60 0 6 6 Se tale a's @ 0.¢ fo 6 6 os « She 


Total current liabilities 
Fixed liabilities: 


ecreee 


24. Mortgage on plant (due date....) 
26. Mortgage on other real estate (due 
Gate wae ie ts esa, eet eran 
28. Chattel mortgage on machinery or 
equipment (due date....) ..... 
30. Bonded debt (due date....) ..... 
32. Other fixed liabilities (describe 
fully): 
‘Total liabilities: teu si: 2s. 


Net worth: 


34. If a corporation— 
(a) Preferred stock (less stock 
an; treasury) (ee. ..004 73 
(b) Common stock (less stock 
im (treastiry) U2 oes. stk 
(c) Surplusand undivided profits 


Less— 
(d) Book value of good- 


WHE et eae... 
(e) Deficit 


eee ewe eee eee 


36. If an individual or partnership— 
(a) Capital So eaee. . oie. 

(b) Undistributed profits 
deficit 


eee eee eee e eer eeeee 


eer eee eee eee ee eee see ree 


$xx 


$xx 


XX 


XX 


$xx 


XX 


FORM FOR PROFIT AND LOSS 
ACCOUNT 


(Prescribed by Federal Reserve Board) 


Comparative Statement of Profit and Loss 


for Three Years Ending...... 19 

Year Ending...... 
19.50 Ge 19s, 
Gross) sales stile) stan auaene ae eee $xx $xx $xx 

Less: outward freight, allowances, 
and returns i334 ae ee. eee XX OS eee 
NGECEALGS [Leics Unt) «ere ei eee $xx $xx $xx 
Inventory beginning of year ....... $xx $xx $xx 
Purchasés; net’. 5.0../.4 12 ss « ce See xe xe 
$xx $xx $xx 
Less: inventory end of year ........ XX RE Se 
Costsof sales’ oi cooae’. . «sees eee $xx $xx $xx 
Gross profit on sales ............. $xx $xx $xx 


Selling expenses (itemized to corre- 


spond with Ledger accounts kept) $xx $xx $xx 
Total selling expense ............ $xx $xx $xx 
General expenses (itemized to corre- 
spond with Ledger accounts kept) $xx $xx $xx 
Total general expense ........... $xx $xx $xx 
Administrative expenses (itemized to 
correspond with Ledger accounts 
kept)... cs . cee | 2 eee $xx $xx $xx 
Total administrative expense ..... $xx $xx $xx 
Total expenses Vii. 5. .Uee: eee $xx $xx $xx 
Net profit on sales .............. $xx $xx $xx 
Other income: 
Income from investments ........ $xx $xx $xx 
Interest on notes receivable, etc... xx xx xx 
Gross income .. 3%. .5..0smene $xx $xx $xx 
Deductions from income: 
Interest on bonded debt .......... $xx $xx $xx 
Interest on notes payable ........ XX XX XX 
Total deductions .............. $xx $xx $xx 
Net income—profit and loss ........ $xx $xx $xx 
Add special credits to profitand loss. xx xx xx 
Deduct special charges to profit and 
LOSS BA d chore sie Bieta ancl Mehers to ORE XX XX RK 
Profit and loss for period ...... $xx $xx $xx 
Surplus, beginning of period ....... XE xX Sere 
$xx $xx $xx 
Dividends ‘paid |... 20.0 5 Viki. satel oe xx XX XX 
$xx $xx $xx 
Surplus, ending of period ...... bs dee 2 fees 4 
$xx $xx $xx 
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adirect 


efits of 


iclency 


that there were many pharmacists 
unnecessarily loaded down with un- 
salable goods. And this same phar- 
macist attributed this condition to 
the failure of these pharmacists to 
keep stores records which would 
enable them to determine the 
proper quantities of goods to order 
as occasion arose. 

These typical instances may be 
multiplied. It is not my intention 
to go into all of the technical busi- 
ness problems which records may 
help the pharmacist to solve. Suf- 
ficient has been said to show con- 
clusively that systems should con- 
template records adequate to give 
the pharmacist the facts upon which 
he may base his control of the busi- 
ness side of his profession. 

Apart from the direct benefits to 
be derived from adequate control 
through adequate records, there are 
other indirect benefits. The render- 
ing of true professional service is 
dependent upon securing and retain- 
ing the confidence of those who 
seek the service. Those who seek 
the services of pharmacists have lit- 
tle means of judging the value of 
the service rendered from the 
standpoint of technical pharmaceuti- 
cal ability. Their judgments are 
usually based upon other observa- 
tions. They are apt to reach the 
conclusion that the pharmacist who 
displays efficiency in the conduct of 
his business, is likely to display ef- 
ficiency in the more technical phases 
of the profession. Inversely, they 
are likely to reach the conclusion 
that the pharmacist who displays in- 
efficiency in his business relation- 
ships, is apt to be inefficient as a 
pharmacist. The question is. not 
whether these judgments reached 
are or are not correct. Regardless 
of the correctness of the conclu- 
sions, business efficiency, or busi- 
ness inefficiency, materially influ- 
ences the confidence which the 
customer has in the pharmacist. 

One concrete instance has come 
to my attention, in which the rela- 
tionship between the customer and 
the pharmacist may become im- 
paired by poor business dealings. 
This instance was given at a meet- 
ing of the New York College of 
Pharmacy by one of the prominent 
pharmacists of New York. He 
stated that, in sending goods to a 
customer, he insisted upon the mes- 
senger’s bringing back either cash 
or a receipt for the goods. On the 
receipt, it was clearly shown that 
the signature of the customer would 
mean a charge to his account. This 


simple expedient was the outgrowth > 


of abstractions of cash by the mes- 
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senger. As a consequence of these 
defalcations, the customer would be 
charged at the end of the month 
with an amount which was not 
owing. This caused disputes with 
the customer which endangered re- 
tention of the confidence and future 
patronage of the customer. The 
improved expedient obviated ll 
trouble of this nature. 

Not only in cases of overcharg- 
ing, but also in cases of undercharg- 
ing, is this result likely. Judgment 
of the accuracy and carefulness of 
the pharmacist is very apt to be 
based upon incidents of this kind. 
Any cause which leads the customer 
to believe that the pharmacist is 
careless and inefficient, is a cause 
likely to impair the confidence of 
his customer. 

There are those who shun the 
idea of what might be called com- 
mercialism in connection with a 
profession. Broadly speaking, com- 
mercialism, as contemplated by 
these persons, is the subordination 
of ethical principles to monetary 
considerations. In every profes- 
sion, there are found men who are 
guilty of violating professional 
ethics. Unquestionably, this is as 
true of the profession of pharmacy 
as of any other profession. The in- 
stitution of business methods is, 
however, not to be confused with 
this species of commercialism. On 
the contrary, the business methods 
invoked by the conservative mem- 
bers of the profession afford the 
best means of stamping out this 
type of commercialism. 

Whatever may be said against 
those members of the profession 
who violate the ethics of the pro- 
fession, it can not be denied that 
they often exhibit business shrewd- 
ness. Are the young men who enter 
the field of pharmacy to compete 
with those individuals to be unpro- 
tected by a sound knowledge of 
business principles? Just as these 
principles may be a sword in the 
hand of the unscrupulous, so they 
may become a shield in the hand of 
the scrupulous pharmacist. Foolish, 
indeed, would be the man who 
reached the conclusion that the 
utilization of the principles of busi- 
ness in a profession detracts from 
the standing of the profession. For 
it is by means of business principles 
that the service rendered may reach 
its fullest scope, and it is by means 
of business principles that the ef- 
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forts of the less scrupulous may be 
negatived. 

Among the several distinctions 
between a profession and a business 
is that one which flows out of the 
attitude of the individuals served. 
Ordinarily, a business seeks the 
patronage of those whom it serves. 
On the contrary, these who are 
served, ordinarily seek the services 
of the professional man. Business 
goes to the individuals served; the 
individuals served go to the profes- 
sional man. Nevertheless, in a pro- 
fession, there is at once the desira- 
bility and the necessity of attract- 
ing those who are to be served. Of 
all the means of attracting these in- 
dividuals, that which receives the 
highest sanction is the rendering of 
the fullest measure of efficient ser- 
vice. To the extent that business 
systems contribute to this rendering 
of service, they are the allies of the 
man who aspires to the highest pro- 
fessional standards. 

It was Chief Justice Marshall, of 
the United States Supreme Court, 
who said, “When the reason for a 
rule has ceased, the rule itself 
should cease.” Paraphrasing this 
saying as to a system: Do not adopt 
an accounting classification or a 
business procedure unless it serves 
a useful purpose. Corollary to this 
rule is the next: Learn the full ex- 
tent to which system may aid in 
business management. Like any 
other useful thing, system should 
be used and not abused. 

System is a means and not an end. 
As a means, system awakens dor- 
mant possibilities and _ vitalizes 
neglected opportunities. Let the 
student have the protection of sys- 
tem against the unscrupulous com- 
petitor who violates ethical stand- 
ards. Teach him how system may 
secure and retain the confidence of 
those whom he serves. Train him 
to use system to enlarge the scope 
and intensify the effectiveness of 
his professional service. Give the 
student a knowledge of all that 
business systems may do for him. 
With this knowledge, let him learn 
the limitations which must guide 
him in installing and operating a 
system. Make him a master of sys- 
tem, so that system will serve him 
and, through him, serve humanity. 


THOMAS D. HARDEN, graduate 
of the Pace Courses in Washington, 
has joined the U. S. Marine Corps. 


“MISS VIRGINIA DIGGS, Pace 


Institute, has become associated 
with Jones & Baker in the capacity 
of cashier. 


Distinction 
between 
Profession 
and 
Business 


The 
Yellow 
Bag 


N response to numerous requests, 
I The Pace Student is pleased to 
publish again “The Yellow Bag,” 
which appeared in the first issue of 
the magazine. The article follows: 
This is a protest against a grow- 
ing delusion of the business man; 
it is also a brief for the wife and 
for the children. The visible sign 
of the delusion is a bag carried by 
the business man as he journeys be- 
tween home and office. The color 
is usually, but not necessarily, yel- 
low. 

In Boston the bag is of a peculiar 
shape, apparently a cross between 
the lawyer’s green bag and a small 
traveling bag—a very different and 
superior member of the great bag 
family, found nowhere else on the 
face of the earth. 

In New York the bag takes the 
form of a flat receptacle or case 
provided with compartments. 

We may even go back of the fully 
developed trouble and find the early 
symptoms in the bulging pocket. 

The man who carries the bag may 
be seen in his office at the close of 
the business day solemnly making 
a collection of letters, contracts, 
briefs, sketches, diagrams, and maps 
for transportation homeward. He 
has a fond hope—and therein lies 
the delusion—that he will accom- 
plish business wonders with the 
documents before the next business 
day. 

Time after time the documents 
are thus collected and carried from 
office to home and from home to 
office without being opened; or, if 
they are inspected, they are re- 
turned without any worth-while ac- 
complishment. The process soon 
wears a groove, and becomes a 
habit; and afterwards, like twid- 
dling the thumbs or smoking a cig- 
arette, it is carried on for the lux- 
ury of the habit rather than for the 
purpose of securing a practical 
result. 

We have in mind, for example, 
the case of a busy executive. His 
duties require that he leave his 
home at 7.15 in the morning, to be 
gone until 6.45 in the evening. He 
carries on each trip enough work to 
occupy his attention uninterrupt- 
edly for two full working days. 
This man naturally eats his dinner 
and his breakfast at home, and re- 
quires a wink of sleep, besides at- 
tending prayer meetings and occa- 
sionally being decent to his wife 
and four children. The question is, 
Why buy the bag? A good one 
costs eight dollars. 

The fact is, the bag or case is a 
badge of disgrace and not an evi- 
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dence of effective industry. When- 
ever you see the bunch of home 
work, unless it is the legitimate 
home work of the student, take it 
for granted that the man who carries 
it argued with a salesman when he 
should have dismissed him in two 
minutes, or he dawdled over a lunch 
thirty minutes too long, or he spent 
golden minutes in talking to others, 
clerks or magnates, about the things 
he has accomplished or is going to 
accomplish. 

The effective business man util- 
izes business hours fully for busi- 
ness purposes; and one reason why 
he can do so is that he changes his 
atmosphere completely at the end 
of the business day, and secures the 
rest and tone which he needs to put 
himself on edge for the succeeding 
day’s duties. 

The wife is the sworn foe of the 
yellow bag. By wiles and guises 
not to be understood by the mascu- 
line mind, she fights a subtle war- 
fare which causes the bag night 
after night to remain on the library 
table unopened. It is a warfare in 
which no man can succeed, unless 
he cuts away from himself the 
things which make life worth living 
and the business game worth while. 
His tired mind carries a worried 
feeling every time he thinks of the 
work to be done; and the walk, or 
the ride, or the concert is marred 
by the yellow monster which re- 
minds him of the wasted opportu- 
nities of his business day. 

With a little ingenuity you can 
still make use of the bag. The Bos- 
ton variety will make a splendid 
cartridge case; the New York re- 
ceptacle, with a few adjustments, 
would hold untold varieties of fish- 
line, with hooks ranging all the way 
from ones of shark strength to 
snells of trout delicacy. Some of 
them have possibilities in the way 
of holding tennis and golf balls, and 
small boys have been known to make 
moccasins out of them. 

In any event, for the sake of good 
business, if not for the sake of your 
comfort, your health, and the affec- 
tion of your wife, give up for all 
time a custom which is founded on 
inefficiency, and which fosters un- 
realizable hopes of accomplishment. 


THE ANNUAL MEETING of the 
American Institute of Accountants 
will be held at Atlantic City, N. Mp 
on September 16, 1918. 
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NTENSIVE training for employ- 

ment managers has been insti- 

tuted under Government super- 
vision. This is a part of a war edu- 
cational program of the Govern- 
ment. Each of the several subjects 
in this program is being taught 
along intensive lines. For example, 
officers of the Army have been 
trained within three months, with 
fair results. In some cases, under 
supervision of the Government, fac- 
tory employees have been given 
special instruction in handling ma- 
chines. The Ordnance Department 
has given courses of six weeks in 
stores’ keeping, their training school 
in warehousing being found in many 
of our universities. Likewise, the 
Red Cross has conducted intensive 
courses in the various phases of its 
work. The courses in employment 
supervision are the latest effort in 
intensive training. 

Andrew H. Phelps, Brooklyn 
Institute of Accountancy, and now 
representing the 
Chamber of Commerce, forwards 
The Pace Student a pamphlet on 
this subject, the contents of which 
we are pleased to review. 

Early in the war, both France and 
England recognized the importance 
of this training for employment 
managers. One of the French gov- 
ernment departments instituted sev- 
eral intensive training courses, par- 
ticularly for plants having many 
women employees. ; 

The head of the employment de- 
partment of a large corporation is 
concerned with all of the activities 
of the organization which have to 
do with internal human relations. 
Among these are legislation, safety, 
education, recreation, “hiring and 
firing,” discipline, the wage system, 
pensions, and sick benefits. In ad- 
dition to one head of the depart- 
ment, there may be specialists in 
each subsection dealing with these 
specific subjects. There is no case 
on record in which a separate em- 
ployment and service department, 
once installed, has been discarded. 

As significant of the importance 
of an employment department, the 
following is quoted from the circu- 
lar: 

“A representative of the Indus- 
trial Service Section of the Ord- 
nance Department has declared that 
no labor difficulty has been brought 
to the attention of that department 
that could not have been foreseen 
and avoided if the factory in ques- 
tion had already established a mod- 
ern employment department. A no- 
table instance came to the attention 
of the Quartermasters Department 
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where two mills, side by side, work- 
ing on the same type of material on 
Government contracts, and employ- 
ing the same type of workers, got 
totally different results from those 
workers, because one had a well- 
conducted employment and service 
department and the other had not. 
The former even paid a slightly 
lower wage, but the one which had 
no employment department had re- 
peated difficulties leading to a total 
shut down from a strike, and even 
though it yielded every demand 
made by the strikers, including a 
fifteen per cent. increase in wages, 
a shorter work day, the abolition of 
bonuses, and the recognition of a 
shop committee, it could not fully 
allay difficulties. Meanwhile, the 
mill next door kept peacefully on, 
producing goods every day. This 
was due to the fact that justifiable 
complaints of workers were discov- 
ered and attended to, as they arose, 
by the employment department.” 


BENJAMIN ALK, Pace Institute, 
New York, has joined the National 
Army, and is now stationed at Camp 


‘Upton, New York. 


M. B. WALSH, graduate of the 
Pace Courses, now instructor in 
Pace Institute, New York, has been 
elected assistant secretary of the 
Edison Primary Battery Company. 


GEORGE L. ALPERS, Pace Insti- 
tute, class in oral expression, has 
joined the Canadian Army. Mr. 
Alpers is an American, and his rea- 
sons for joining the Canadian Army 
are given in the following quotation 
from his letter: 

“At last I am to get my chance 
at the Kaiser. After being left be- 
hind by my own troop for physical 
disability, when they went off to 
war last year, and being turned 
down seven times by the American 


' Army, I have persuaded the Cana- 


dian Army to take me. I leave on 
the 17th of June for Montreal, en 
route to Halifax for steamer to 
England. 

“I expect to be in England early 
in July and on the battle line before 
August. It will be good to get back 


to the smell of sweat and leather of 


the cavalry again.” 

Mr. Alpers was with the Metro- 
politan Magazine in the publicity 
department, and hopes to return to 
its force after the war. Loyalty 
takes first rank in the many good 
traits of Mr. Alpers—loyalty to his 
employers, loyalty to his tasks, loy- 
alty to the cause of humanity, and 
loyalty to his country. 
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H. HERBERT IHLO, New York 
Institute of Accountancy, has en- 
listed in the United States Naval 
Reserve. 


GEORGE W. MATHESON, A.B., 
LL.B., of the law faculty, Pace 
Standardized Courses, has joined 
the U. S. Navy. 


EDWARD C. GROLZ, 23rd Street 
Y. M. C. A., Pace Courses, has 
joined the Service, and is now at 
Camp Sivier, South Carolina. 


C. C. BARNES has been elected 
principal of the commercial depart- 
ment, Ferris Institute, Big Rapids, 
Michigan, as successor to W. W. 
Knisley. 


A. S. BERBERIAN, Providence In- 
stitute of Accountancy and Busi- 
ness Administration, is now with 
the National Army, and is stationed 
at Camp Upton, New York. 


WALTER S&S. JOHNS, Pace Insti- 
tute, has accepted a position as 
bookkeeper with James M. White 
& Company. Mr. Johns was for- 
merly employed by J. S. Freling- 
huysen. 


JAMES H. FORTUNE, Brooklyn 
Institute of Accountancy (Pace 
Courses), has left for England in 
order to take up duties of an ac- 
counting nature in the service of 
the British Government. 


ALEXANDER G THOMSON, 
Pace Institute, has resigned his po- 
sition as cost accountant with Wal- 
ter Kidde & Company, Inc., to ac- 
cept one of a similar nature with 
the U. §S. Industrial Alcohol Com- 


pany. 


HERBERT E. THOMANN, Cleve- 
land School of Accountancy, has 
severed his connection with the 
Ningesser Carbon Company, and is 
now associated with Messrs. Gas- 
ton, Williams & Wigmore in the 
capacity of bookkeeper. 


EDWARD C. LUX, Pace _ Insti- 
tute, Extension Division, was re- 
cently appointed treasurer of the 
Robert E. Farley organization, 
which controls the activities of nine 
real estate corporations. Mr. Lux 
states that his accounting training 
was primarily responsible for this 
appointment. 
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J. B. SUMNER, a student in the Per- 


Pace Courses, Y. M. C. A., Los An- 
geles, California, is now in. England, 
and is with the Ministry of Muni- 
tions of War. Mr. Sumner writes 
a letter to Mr. O. T. Johnston, of 
Los Angeles, in which he states that 
conditions are vastly different in 
England from what they are in Los 
Angeles. In that country, the peo- 
ple are called upon to make many 
sacrifices because of the war, and 
Mr. Sumner says that they are 
doing it cheerfully. The following 
quotation from his letter illustrates 
his feelings on the matter, as well 
as his progress with the Ministry: 

“But somehow one does not seem 
to mind the disagreeable phases of 
living, so long as you feel you are 
contributing, no matter in what 
humble capacity, toward the com- 
mon object of the Allies—the de- 
feat of the Germans, and the re- 
establishment of law and order 
throughout the world. If that is 
attained, the sacrifices will not have 
been in vain. 

“You will be pleased to hear that 
the Government has been good 
enough to inform me that my work 
has been extremely satisfactory in 
the reorganization of the Ministry 
which is taking place. I find myself 
placed in what promises to be a 
better position—one dealing exclu- 
sively with finance and not audit 
work. I am told that this has been 
done on account of my work prov- 
ing so satisfactory. It is nice to feel 
that your services are appreciated, 
and that you are getting on, but I 
think Los Angeles will see me again 
just as soon as the war is over and 
I can be released.” 


THOMAS J. BROWN, Pace Insti- 
tute, Boston, passed the last Massa- 
chusetts State Examination for the 
degree of Certified Public Account- 
ant. Mr. Brown was born in Wo- 
burn, Mass., and educated in the 
Woburn Public Schools. He holds 
the degree of A.B. from Harvard 
University, having graduated in 
tgto. For six years Mr. Brown has 
been connected with insurance com- 
panies and is now associated with 
William C. Canning, Esq., a mem- 
ber of the Pace faculty, in the prac- 
tice of Accountancy. 


GEORGE MATTHEWS, Pace In- 
stitute, Extension Division, has re- 
cently been transferred by his em- 
ployer, the Producers Refining Com- 
pany, to Fort Worth, Texas, where 
he is now engaged upon new work 
of a highly responsible and difficult 
nature. 
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Extension Students at Work 


HILE on a trip through the Middle 

West a few weeks ago, I had the op- 
portunity of meeting many of the students 
of Pace Institute, Extension Division. An 
exceptionally earnest group of students, 
deeply interested in their work, they are 
anxious to do full justice to their course, and 
to grasp every opportunity for betterment. 

Several salesmen are enrolled in the Ex- 
tension Division. One told me that he had 
started the course in order to obtain a better 
working knowledge of the organization be- 
hind him, and in order to broaden his busi- 
ness perspective. He told me that the course 
had helped him to a better grasp of his job, 
and to a realization that effective operation 
is as vital in an organization as a large vol- 
ume of sales. 

Bookkeepers and those doing accounting 
and clerical work in the offices of large cor- 
porations naturally constitute a fair propor- 
tion of the Extension student body. For 
the most part, these students are training 
themselves for executive positions with 
their own organizations or for the profes- 
sional practice of Accountancy. Several of 
the students with whom I talked are prepar- 
ing for the C. P. A. examinations in their 
own states. A good number of these stu- 
dents were from the offices of large corpora- 
tions, and had been urged to take the course 
by their immediate superiors. 

I have mentioned a few groups from 
which members of the Extension student 
body are drawn. There are, of course, hun- 
dreds of individuals who come in none of 
these groups. For example, many men have 
businesses of their own, and realize the need 
of a definite knowledge of accounting, law, 
and applied economics to aid them in the 
management of their own affairs. Women, 
too, are turning to accounting as a means 
which will enable them to carve out in the 
business world a successful and independent 
future. 

Certain problems are peculiar, possibly, to 
Extension students. One teacher with whom 
I talked was anxious to get into business, 
but was in doubt as to just what steps to 
take in order to achieve his desire. Another, 
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who was teaching commercial subjects in a 
large city high school, was anxious to be- 
come an accountant. He asked about oppor- 
tunities in New York as compared with 
those in his home city, about the work he 
was fitted to do, and about how much his 
teaching experience would be of assistance 
to him in professional Accountancy practice. 
Salesmen told me that one of their greatest 
problems is to find the necessary time for 
study. Most of them, I found, utilize, so 
far as possible, their time while traveling, 
and study their text lessons on the train. 

Many students of the Extension Division 
are men who have passed the age when one 
would ordinarily be pursuing a course of 
study. Some men at the age of forty or 
forty-five are considering changing their 
work and getting into some business where 
their knowledge of accounts will help them 
to an executive position. Some of these men 
are college graduates with years of profes- 
sional or business experience behind them. 
They do not seem to have the slightest hesi- 
tancy, however, about making a change in 
their vocation. . 

The C. P. A. requirements in the different 
states interest many Extension students. 
Several of them are planning to come to 
New York City as they progress with their 
course, in order to get their practical experi- 
ence. Opportunities for practical work on 
the staffs of large Accountancy firms are 
rare, even in many of the larger cities. 

We can visualize, then, the Extension stu- 
dent completing his course of study, and 
utilizing in his work the training that he 
has received. He may elect to work his way 
up in his own organization; he may decide 
to seek new business affiliations with larger 
opportunities; or he may feel that he is cut 
out for an accountant, and thus affiliate him- 
self with an Accountancy firm. The Exten- 
sion student may be young or old—he may 
be just starting his business life, or, at mid- 
dle age, he may be deciding upon a new 
career. At any rate, he has earnestness and 
a fixed purpose; and these two will carry 
him far. 

GEORGE M. LATTIMER. 
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g]N spite of our concentrated at- 
| tention upon war activities, 
business education has mate- 
rially progressed since the be- 
ginning of the war. I use the 
term “business education” in 
the broader sense. As _ here 
used, the term includes every 
kind of business education—that is, the forms 
of business education of interest to men already 
in business, and to accountants, as well as those 
which are of interest to 
young students. In this 


sense of the term, business 
education is receiving a de- 
cided impetus at this time. 

Generally speaking, there 
are two types of business 
education. The first of 
these is the type of busi- 
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of shoes, and even of buttons are discussed. 

Americans, in general, are learning to-day 
more about the dye industry than they ever knew 
before; they are learning about various chemi- 
cals used in fertilizing; they are learning about 
minerals, such as coal, platinum, and tungsten ; 


they are learning about ship-building; and all B 


because of the interest which this war has 
aroused concerning these things. 

The newspapers are filled with articles re- 
specting the various industries, containing 
much technical matter to be 
had heretofore only after 
extensive and possibly tedi- 
ous research. 

War finance has stimu- 
lated the interest of the 
people in the financial side 
of business. No longer will 
bonds or coupons be a 
mystery to them. Much of 


ness education which arises Page 134 the “fear of the unknown” 
out of events. The second is : which surrounded the va- 
the type of business educa- Getting What You Want rious types of securities has 
tion which arises from sys- Page 136 been removed by the han- 


tematic courses in schools, 
or from the study of 


Insurance Analysis and Schedule 


dling of these bonds, and by 
the newspaper comments 


technical literature. It is Fase T38 on the various phases of 
proposed to consider how “Hooks” war finance. 
both of these types of busi- Page rar Not only are events 


ness education are now be- 
ing so generally influenced. 

Events are creating a more general knowl- 
edge of business economics than ever before. 
People now think of what they wear, of what 
they eat, and of what they use, from a business 
angle. The sources of supply, the methods of 
transportation, and the various uses of these 
things are being read about and talked about 
as an every-day matter. 

Take, for instance, the matter of food. There 
is a shortage of sugar. The causes of the short- 
age are discussed, together with the many uses 
to which sugar is put. The same is true of 
wheat, beef, and all the various foodstuffs. 

Wearing apparel receives its share of atten- 
tion. The business economic phases of textiles, 


teaching business principles 

to those who knew little 
of business before the war, but these events 
are teaching business men more about their 
business. Business is being put on a war basis, 
which means an efficiency basis. Men would 
have smiled a few years back if it had been 
suggested that Business would learn efficiency 
from the Government. Yet this is happening, 
indirectly but certainly, to-day. Regardless of 
the merits of the existing plans of purchasing 
contracts, they are mostly based upon finding 
costs. Finding costs, as every one knows, 
necessitates complete accounts. As a conse- 
quence, manufacturers of war materials have 
employed skilled accountants to install and 
operate these accounts, and the Government has 
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engaged accountants to test the 
accuracy of the accounts. These 
accountants are educating manu- 
facturers to the facts which 
adequate accounting records will disclose for 
the control of their business. 

Two instances come to my mind, in which the 
work of these accountants received practical 
recognition by the manufacturers. In both of 
these cases, sweeping changes were made in 
factory procedures upon recommendations of 
these accountants. When it was found that the 
Government could spare their services, each of 
the accountants was employed in an important 
administrative post by the manufacturer with 
whom he had been stationed. Many other like 
appointments have been recently made. Al- 
though I can not state that all of these were 
due to the installation of improved accounting 
systems, I do not doubt that such was the cause 
in most of the cases. 

Another event which stimulated business edu- 
cation was the enactment of the War-Tax laws. 
These laws were so framed that business con- 
cerns had to find their true profits. For several 
months before the returns became due, public 
accountants were deluged with tax business. 
Most of this business was from concerns which 
had never engaged the services of public ac- 
countants before. A large percentage of these 
concerns decided to revise their accounting 
systems. As a consequence, these accountants 
educated their new clients to the advantages 
to be gained from adequate accounting records. 

Despite the seeming strength of the efficiency 
movement before the war, its progress was com- 
paratively slow. As has been mentioned in 
these columns before, Government statistics 
show that fully 80 per cent. of the manufac- 
turers did not have even cost systems. Many 
business men are conservative—they do not 
care to try anything which has not been 
thoroughly tested. The war changed this situa- 
tion. Cost systems had to be installed. De- 
mands for greater production required the use 
of every conceivable efficiency expedient. 
Urgent necessity has done more than the prop- 
aganda of the past ten years to educate men to 
the increased business efficiency possible with 
adequate accounting systems. 

This business educational movement, arising 
out of recent events, has stirred the interest 
of young men in business. To be sure, many 
young men are now in military service. It must 
not be supposed that the education of these 
young men is to be entirely neglected. Active 
steps are now being taken to give our soldiers 
the benefit of instruction in business subjects. 
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Among the steps to be taken 
is that of establishing schools 
throughout France. These schools 
will be under the supervision of 
the Y. M.C. A. Every subject of vocational in- 
terest to soldiers will be taught. Accounting, 
business administration, and all of the impor- 
tant business subjects are on the curriculum. 

The interest of the soldiers in business sub- 
jects has not lagged because of the war. This 
fact is brought out in a recent article in Forbes 
Magazine, which contains a condensation of 
interviews had with librarians at our various 
cantonments and training-stations. These li- 
brarians were asked to state which books were 
in greatest demand by the soldiers. They re- 
plied, “Books dealing with business subjects, 
such as accounting and business administra- 
tion.” 

This expansion of business education, again 
using the term in the broad sense, is vitally im- 
portant to many of our ambitious young men. 
The fact that young men evidence interest in 
the study of business subjects shows that they 
are wide awake to the future opportunities of 
modern business. Moreover, the fact that Busi- 


ness is being educated to the advantages of 


scientific procedures assures these young men 
that a substantial realization awaits their ambi- 
tions. 


ISS LILLIAN M. SMITH is the latest 

member of the Pace & Pace staff to join 
the American Expeditionary Force in France. 
For the past year Miss Smith has been Assistant 
to Mr. Homer S. Pace, and for several years 
previous to accepting that position she was en- 
gaged with Mr. Pace in reorganization and ac- 
counting work for various institutions. The 
call for overseas work came to Miss Smith last 
May from the Young Women’s Christian As- 
sociation. Large amounts of money had been 
remitted by that organization to France for the 
establishment of a woman’s hotel in Paris and 
various centers throughout France. Accom- 
modations for women were imperatively needed 
because of the large numbers of American 
women who have gone to France as nurses, 
telephone operators, canteen workers, account- 
ants, and clerks. In addition to this work, the 
Y. W. C. A. had also planned work among 
French women and girls employed in factories 
and in occupations incident to the war. 

The amounts of money remitted and ex- 
pended were so large and the work developed so 
rapidly that it became necessary to secure the 
services of an experienced accountant to 
organize financial procedures and to install a 
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Young Accountants Who Have Made Good 


HAT is the road to business success? 
There are several roads, of course, 
#4) but the widest and straightest and 
4] surest, even if it is also the steepest 
most of the time, is the “hard-work 
road.” And by “hard work” is meant 
not only the capacity to make the day’s work in- 
crease in productivity, without regard to the 
clock, but also the willingness to study and per- 
sistently to apply the fruits of study. A young 
man who interprets “hard work” in this twofold 
way and makes a personal issue out of the matter 
can’t be kept within the confines of a routine job. 
Sooner or later he breaks his bonds, and he finds 
himself grappling with big problems and respon- 
sibilities. 

The above applies to many young men of my 
acquaintance, but to none more than to Louis C. 
Eitzen. Mr. Eitzen is to-day thirty-two years old. 
He is the general manager of the August Mietz 
Corporation, manufacturers of marine and sta- 
tionary oil engines, New York. This concern is a 
big one and an old one, and it is growing bigger 
every day; and the position of general manager is 
no sinecure. Yet Mr. Eitzen, after a year’s serv- 
ice with the company, has made good in every 
sense of the word, as those who know him best 
prophesied he would do. 

Louis C. Eitzen was born in Hoboken, N. J., in 
1886. His early education was secured in the 
public schools of Hoboken and in Hoboken Acad- 
emy. Then he went to work, but he kept on with 
his education just the same, for he entered Cooper 
Union in 1905 to pursue a five-year course in elec- 
trical engineering, which required class atten- 
dance for five nights a week for seven months in 
each year. He graduated with the B.E.E. degree. 
In 1914, he took up the Pace Course in Account- 
ancy and Business Administration, studying for 
over two years. 

Mr. Eitzen’s first job was with a New Jersey 
telephone company, where he took an apprentice 
course. After spending a few months in each 
manufacturing department, he rose to the position 
of assistant to the chief engineer. Then he spent 
about a year with an electrical contracting con- 
cern in an engineering capacity. 

In 1904, Mr. Eitzen became associated with 
Professor William H. Bristol, Stevens Institute, 
Hoboken, who was also at that time president of 
the William H. Bristol Pyrometer Company, New 
York. Mr. Eitzen eventually was given charge of 
the manufacturing and calibrating departments of 
all the electrical instruments. After three years, 
the William H. Bristol Pyrometer Company was 
consolidated with the Bristol Company, of Water- 
bury, Conn. 

Mr. Eitzen, not wishing to move away from 
New York on account of his studies, resigned 
from the Pyrometer Company and took an im- 
portant executive position with the Electrical 
Testing Laboratories, New York. Here he re- 
mained for approximately four years. 

In r911, Mr. Eitzen, having become interested 
in the commercial side of engineering, became 
connected with the Standard Underground Cable 
Company, of Pittsburgh, Pa., as a sales and elec- 
trical engineer, with headquarters in New York. 
His work consisted chiefly of sales and technical 
correspondence, ‘and of investigative work having 
to do with administration and organization. 


After six years with this company, Mr. Eitzen 
resigned in order to become general manager of 
the August Mietz Corporation, as already noted. 
His present work involves, among many other 
matters, reorganization with regard to adminis- 
trative control, the introduction of general- and 
cost-accounting systems, and engineering and sci- 
entific shop management covering the manufac- 
ture of semi-Diesel Oil Burning Engines ranging 
in size from two horse-power to five hundred 
horse-power. 

Mr. Eitzen attributes a considerable part of his 
success in business to his mastering of Account- 
ancy. He believes that, while a knowledge of this 
subject is of great value to any one wishing to 
develop into an executive, it is especially valu- 
able to industrial, electrical, and civil engineers; 
and he has no hesitancy in expressing himself very 
vigorously to this effect. Mr. Eitzen himself is 
certainly a proof of the correctness of his belief. 


HE Service Auto Equipment Corpora- 
tion is the name of a mail-order con- 
| Kea} cern in Kansas City, Mo., which, in 
SY ay less than a year’s time, has grown 
AGsAl| from a company employing one 
(ee stenographer to an organization em- 
ploying over one hundred people, and doing an 
annual business of over a million dollars. The 
organizer, principal owner, and general manager 
of this company is Ernest H. Cooper, formerly a 
student at Pace Institute, Washington. Mr. 
Cooper is twenty-eight years old. 

Among the many factors that make for success, 
an idea—a distinctive, practical idea—holds no 
small place. Mr. Cooper had such an idea—it was 
that thousands of autoists throughout the country 
would be glad of the opportunity to buy all their 
automobile accessories by mail from the same 
concern, especially if they could save money by 
doing so. Mr. Cooper, becoming convinced of the 
soundness of his idea, proceeded to put it into 
practical operation, with results that are already 
a source of wonderment to the business men of 
Kansas City. 

One reason for the phenomenal success of the 
Service Auto Equipment Corporation is its un- 
equivocal guarantee of satisfaction or money 
back, which reads as follows: “You take no risk 
in sending us your order, for we absolutely guar- 
antee satisfaction in every detail. Unless you are 
fully satisfied with the goods, and with the saving 
that you have effected in your purchase, you are 
at liberty to return them at our expense. Not 
only will we refund the money you sent us, but 
also we will gladly reimburse you for the trans- 
portation charges you have paid.” Nothing could 
be more direct and business-like than that. 

Another reason why Mr. Cooper has made such 
a success is, to use his own words, “because a 
thorough knowledge of accounting enables us to 
know costs. We carry our advertising in over 
one hundred papers, and our cost system tells us 
at each month’s end exactly how much net profit 
we make on every advertisement that is run.” 
This is an observation which should be of interest 
to Accountancy students. f 

Mr. Cooper is a native Texan, having been born 
in Marshall, Texas, in 1890. After a grammar- 
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CCASIONALLY, 
students have dif- 
ficulty in distin- 
guishing between a 
license and an easement. The 
distinction is not a mere aca- 
demic one, and has some very 
practical applications. If the 
object of the study of law be to protect the 
rights of the student, then a knowledge of 
this distinction becomes of vital importance. 

Kent defines a license as “the authority to do 
an act or series of acts upon another’s land and 
property without possessing any estate there- 
in.” He states that this authority may be re- 
voked at any time, because if the authority were 
not capable of being revoked, a license would 
receive the importance of an estate—that is, 
would cease to be a license. 

An easement is defined by Kent as “a liberty, 
privilege, or advantage in land, without profit, 
existing distinct from the ownership of the 
soil.” An easement, ordinarily, is not revocable 
at will. If conveyed between two parties, it 
must be conveyed by an instrument under seal; 
otherwise, it is deemed a license. The reason 
for this distinction is that a conveyance of an 
interest in land is void unless in writing; and 
since the conveyance is void as an easement, it 
becomes a license. 

The practical points in the distinction arise 
in connection with the amounts paid for the 
privilege or expenses borne by reason of the 
privilege. For example, a man wanted the right 
to drain off his land, by running pipes through 
the land of his neighbor. For this privilege he 
paid his neighbor. There was no written con- 
veyance of the privilege. It was held that the 
neighbor had the right to revoke the privilege, 
although liable for such part of the considera- 
tion as had failed. 

This same rule applies to expenses incurred. 
Practically all of the cases hold that the ex- 
penditure of large sums by reason of the privi- 
lege neither destroys the right to revoke, nor 
makes the person entitled to revoke liable for 
their cost. For example, a lumber company 
constructed a logging road through another 
man’s land. The company paid this man a con- 
sideration. It was held that the owner had the 
right to revoke this license, in spite of the fact 
that the lumber company had been put to con- 
siderable expense. The same was held as to a 
license to operate a mine, where the expendi- 
tures had been very heavy. The reasoning of 
the courts is that ignorance of the nature of a 
license is no excuse, and if the persons who ex- 
pended the money were familiar with the nature 
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of a license, then they took the 
peel attendant upon the expen- 


ae rule respecting an ease- 
ment is that it is limited to the purpose stated 
in the deed of conveyance. Thus, the obtain- 
ing of a right of way for the purpose of getting 
to and from a small country bungalow could 
not be extended to include a right of way to 
and from the building when it had been con- 
verted into a stable. 

Accordingly, the distinction between these 
two kinds of property suggests certain definite 
precautions. The first of these is, that if a 
license only is obtainable, care should be ex- 
ercised respecting expenses. The second is, 
that if expenses must be incurred, then, if 
practicable, an easement should be obtained, 
which is also true if permanency is desired. 
Third, the conveyance of the privilege should 
be in writing and under seal, if it is desired to 
be an easement. Fourth, both the person grant- 
ing and the person receiving the easement 
should be careful respecting the purposes stated 
—the grantor being careful to have it properly 
limited to prevent possible inconveniences, and 
the grantee to be certain that the privilege is 
extensive enough to suit his future require- 
ments. 


OME of the more elementary of accounting 

principles are brought out in the respective 
legal rights of a life tenant and a remainderman. 
Generally speaking, a life tenant of land is en- 
titled to the profits of the land for his life. On 
the other hand, a remainderman is entitled to 
receive the property upon the death of the life 
tenant in as good condition, making due allow- 
ance for wear, tear, and other unavoidable emer- 
gencies, as when the estate was created. 

During the continuance of the life tenancy, 
expenditures made must be divided between 
those which the life tenant bears and those 
which the remainderman bears, either in whole 
or in part. A fair guide as to which of these 
must be borne by the life tenant is answered by 
the question, “What expenditures would you 
charge against operating profit and loss in the 
case of a business?” These expenditures are 
necessary in the production of the profit to 
which the life tenant is entitled, and for that 
reason, are a deduction from his profit. Having 
this main test in mind, I shall discuss repairs, 
improvements, taxes, assessments for improve- 
ments, and interest on mortgages. 

Repairs must be borne by the life tenant. 
This is clearly an item which is made necessary 
by the use of the premises. Moreover, it is an 


132 


Life 
Tenat 
and 
Rema: 
man 


artment the original value, in that it is a 
mtinued) replacement of a part of that value. 


expenditure which does not add to 


Permanent improvements are 
more than a replacement, in that they add to 
the permanent value of the property. Never- 
theless, the tenant is not entitled to recover 
from the remainderman for any improvements 
that he may make as to the land. Under the 
Law of Fixtures, once these improvements are 
made, they become part of the real property, 
which is the principal of the estate to which 
the remainderman is entitled. 

Taxes must also be paid by the life tenant. 
This is for the reason that they are part of the 
cost of maintenance of the estate. 

As to assessments for permanent improve- 
ments, the cases are conflicting. Some cases 
state that the entire cost must be borne by the 
remainderman, but most of the cases apportion 
the costs as between the life tenant and the 
remainderman., There are, too, some instances 
wherein the life tenant must bear the entire 
cost. Probably in most of the instances, the ap- 
portionment is the preferable method. This 
is ordinarily done by a master in equity. The 
life tenant’s share of the burden is based upon 
his expectancy—that is, the number of years 
which he will probably live to enjoy the benefit 
of the improvement; the remainderman bears 
the rest of the cost. The length of time the 
improvement will last is also to be considered. 
So it was held that where the life tenant’s ex- 
pectancy was in the neighborhood of thirty 
years, and where the improvement would hardly 
last fifteen or twenty years, the life tenant 
should bear the entire cost. 

Interest on an existing mortgage on the 
estate must be borne by the life tenant, this 
being deemed a part of the cost of maintenance. 
The principal of the mortgage must be borne 
by the remainderman. It sometimes happens 
that the life tenant, or the remainderman, in 
order to save the property, may have to buy in 
the particular mortgage during the life estate. 
In these instances, the burden is again ap- 
portioned. Usually the method of apportion- 
ment is to find the present value of the annual 
interest payments for the prospective life of 
the life tenant, as his share of the cost. 

Another accounting principle which is found 
in this part of the law is that respecting the 
accrual of rent should the premises be leased. 
The old law was that rent could not be divided, 
so that the entire rent paid would belong to 
either party, in spite of the fact that the estate 
began or ended in the middle of a term. In 
most of the states to-day, the statutes provide 
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that the rent shall be apportioned 
. between the two parties, on the 

sis of a time apportionment. 

ret student will not have very 
much trouble remembering these rules if he 
has in mind even the more elementary of the 
accounting principles. It likewise follows 
that, by bearing these rules in mind, less dif- 
ficulty may be experienced in making the dis- 
tinctions necessary to apply accurately the ac- 
counting principles. 


URING the month of August, 1918, every 

corporation will be required to submit a 
return for the Undistributed Net Income Tax. 
This tax applies only to such income of the 
corporation as has not been distributed in the 
form of dividends, or which has not been 
utilized or invested by the corporation in cer- 
tain ways. The purpose, seemingly, is to pre- 
vent corporations from keeping profits within 
the corporation, and thus reducing the amount 
that the corporation, or its stockholders, pay 
on other taxes. 

Unless, within six months after the close of 
the year, a corporation has disposed in one of 
the following ways of the income it reported, it 
is subject to the tax: 

(a) Distributed it as dividends. 

(b) Invested or employed it in the business. 

(c) Retained it in the business for the 
purpose of such employment or in- 
vestment. 

(d) Invested it in obligations of the United 
States—such as Liberty Bonds—is- 
sued after September 1, 1917. 

Of these four, the ones open to the most 
questioning are the second and third. What 
is considered investment and employment in the 
business? and what is considered retention to 
meet the reasonable requirements of the busi- 
ness? Very few decisions have been made on 
these points. The method which is outlined in 
the regulations is to draft a comparative balance 
sheet showing the condition as at the beginning 
and as at the end of the year. Increases and 
decreases in asset values would be disclosed by 
such a statement, as well as the particular ac- 
counts in which the decreases or increases had 
occurred. Thus this statement will show the 
disposition of its profits in the increase of as- 
sets or the reduction of liabilities. Should the 
corporation claim that the profit is retained for 
employment in the business, it must show that 
it is retained either to provide for an actual 
increase in business, or for additions to plant, 
or for the reduction of bonded or other fixed 
liabilities. 
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HIS Department 

does not publish 
answers to all of 
the questions re- 
ceived, but only to those which 
we deem to be of general inter- 
est to our readers. A com- 
munication, in order to receive 
attention, must contain the name and the ad- 
dress of the person asking the question. 


N the accounts of a manufacturing concern, 

certain goods sent out on sale are lost, and 
the factory must bear the burden of this loss. 
Accounts are kept for “Sales,” “Cost of Goods 
Sold,” “Inventory of Finished Goods,” and “Re- 
serve for Contingencies.” Kindly inform me 
as to entries respecting those goods lost dur- 
ing the same period as sale and those goods lost 
in a period after sale. 

For the sake of convenience, we will assume 
that goods are sold for $50, which cost $30 to 
produce. Your entries, in Journal form, would 
be: 


ACCOUNTS RECEIVABLE $50 
To SALES . $50 
COST OF .GOODS/SOLD.7 ils gee nase 
To INVENTORY OF FINISHED 
GOODS iste ds de eit natant 30 


Assuming that the goods were lost in the same 
period in which the sale occurred, the entries 
would be: 


RESERVE FOR CONTINGENCIES . $30 
To COST OF GOODS SOLD . $30 
BATES OREM OR RRL «i em aE 
To ACCOUNTS RECEIVABLE . . 50 


If all of the above entries which counterbalance 
are eliminated, the final result would be found 
to be a debit to “Reserve for Contingencies” of 
$30, and a credit to “Inventory of Finished 
Goods” of $30. In other words, the cost of 
these goods was lost, there was a reduction in 
Inventory to that extent, and the loss was taken 
care of by a charge to the Reserve. 

In the event that the loss occurs in the suc- 
ceeding period, the full amount of the loss is 
equivalent to the amount of the sale. This is 
for the reason that not only is the cost of the 
goods lost, but there has also been a credit made 
to profits in the preceding period for the profit 
on the sale. Accordingly, the entry in this case 
would be: 


RESERVE FOR CONTINGENCIES . 
To ACCOUNTS RECEIVABLE 


$50 
$50 
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that the amount of $77.40 was 
set up as a “Reserve for Bad 
Debts.” In. the period following 
the setting up of this reserve, the “Accounts 
Receivable” were collected in full. Then the 
business was sold to a corporation, and an ad- 
dition was made to this reserve of $147.78. I 
cannot understand why the partners are not en- 
titled to consider the first reserve set up as a 
credit to “Profit and Loss,” since all of the re- 
ceivables were collected. 

At the close of an accounting period, the 
balance in the “Reserve for Bad Debts” account 
should represent an amount which it is esti- 
mated will be lost in the collection of “Ac- 
counts Receivable.” If a balance already ex- 
ists in this reserve before ascertaining profit, 
then any amount charged against profits is 
designed to bring this balance up to the amount 
of the estimated loss. The fact that the esti- 
mate may, in the preceding period, have proved 
more than adequate upon collection of the ac- 
counts then existing does not obviate the neces- 
sity for additions to the reserve account for the 
new period. It may very well happen that by 
injudicious extension of credit in certain in- 
stances a larger amount is deemed desirable 
for the reserve, even though, as against the 
smaller amount used in a previous period, there 
were no bad debts upon collection. 


N office occupies several floors of a large 

building. Will you kindly suggest a 

method as to delivering business papers from 
department to department? 

The business papers may be divided into three 
parts: incoming, outgoing, and inter-depart- 
mental. Incoming papers are ordinarily sent 
to a distributing department. This depart- 
ment sorts the papers and forwards them to 
the various departments. The exact handling 
of the messengers, as between the floors, is a 
matter that must be determined by the condi- 
tions. 

As to outgoing papers, each department may 
mail its own, or there may be a central mail- 
ing for all departments. Central mailing is 
economical should the concern have branch 
offices, or should papers be sent in large quanti- 
ties from the several departments to certain 
organizations or individuals regularly. Postage 
may be saved by this central mailing, in that all 
the material from the headquarters’ office to a 
particular branch, or a particular organization, 
may be sent in one package instead of in several. 
As to the collection, there should be definite 
times during the day when the papers are taken 
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up, and only in urgent cases is it 
desirable to have the messenger 
specially called for the transmis- 
sion of papers. 

Papers that must be sent from department to 
department may be taken care of by a routing- 
slip or a routing-stamp. These, too, should be 
collected at convenient intervals, rather than 
have them sent haphazardly. Of course, the 
Same principle applies to papers that are to be 
sent to the file department or departments. 


CORPORATION is in need of cash and 
is unable to obtain a loan from the bank. 
A note receivable of the corporation is “sold” to 
an individual at less than its face value. As- 
suming the individual collects the face value at 
maturity, the return for the use of his money 
will greatly exceed the legal rate. Will you 
kindly advise me if this is a usurious transac- 
tion? 
It is generally held by the courts of the vari- 
ous states that a note may be sold at a discount, 
without violating the law against usury. This 


is, of course, contingent upon the transaction 


not being a cover for usury. In the above in- 
stance, it would seem that the transaction was 
not a cloak for the charging of usury, and, 
therefore, the note is valid. An early New York 
case held that although the full face value of 
the note may be recovered from the maker, only 
the purchase price can be recovered from the 
seller, should the maker default. 


INDLY give me the correct answer to the 

following question, which was given in 
the New York C. P. A. examinations for Jan- 
uary, 1918: “A bank certifies a check that had 
been altered by changing the date and the name 
of the payee, and by raising the amount; then 
subsequently the bank pays the check on pres- 
entation. Shortly after having paid the check 
the bank sued for the amount thus paid. Can 
the bank recover? Or does the certification 
of the check amount to a warranty of the 
genuineness of the body of the check, as well as 
the payee and the amount?” 

This question is answered by the following 
quotation from Clews v. Banking Association, 
89 N. Y. 419: 

“When, therefore, a check has been raised 
by some person without authority before certi- 
fication, the certifying bank cannot be called 
upon in consequence of its certification to pay 
the amount of the raised check; and when a 
bank has thus certified a raised check by mis- 
take and subsequently pays the money thereon 
without any culpable negligence on its part, it 
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can recover the amount thus paid 
by mistake. ... Precisely the same 
rule is applicable to the acceptor 
of a bill of exchange. By his ac- 
ceptance he guarantees the genuineness of the 
drawer’s signature, but not the genuineness of 
any other names upon the paper or of the body 
of the paper in respect to the date and the 
amount thereof. If any of the names upon the 
paper other than the drawer’s have been forged, 
or if the body of it has been altered by increas- 
ing the amount thereof, and the acceptor, with- 
out culpable negligence, pays the bill by mis- 
take, not knowing of the forgery and alteration, 
he may recover back the amount paid as money 
paid by mistake, and whether the forgery and 
alteration were made before or after acceptance 
can make no difference.” 

This was a suit between the holder and the 
bank. As between the depositor and the bank, 
the depositor is entitled to recover from the 
bank for payments on forged checks unless his 
negligence in drawing the check contributed to 
the raising. On this latter point, the decision 
in Critten v. Chemical National Bank states: 
“While the drawer of the check may be liable 
where he draws the instrument in such an in- 
complete state as to facilitate or invite fraud- 
ulent alterations, it is not the law that he is 
bound so to prepare the check that nobody else 
can successfully tamper with it.” It may be 
added that, under the Negotiable Instruments 
Act, the depositor must notify the bank and 
make his claim as to forged or raised checks 
within one year after the return of the voucher 
of the payment. 


INDLY inform me which is correct—“It is 
I,” or “It is me.” 
“It is I” is the correct expression. “I” is in 
the nominative case used as an attribute com- 
plement. 


OES business courtesy sanction the use of 
certain set words and phrases, such as 
“beg to advise,” in business letters? 

Generally speaking, all words which are not 
used in talking should be avoided in letter writ- 
ing. There is an erroneous idea that a certain 
peculiar commercial jargon is appropriate in 
business letters. Nothing is less desirable than 
the system of words found only in business 


letters. Among such words to be avoided are: 
“esteemed”; “valued”; “beg to remain”; “hand 
you,” for “enclose”; “trusting”; “in the fol- 


lowing manner”; “trusting to hear from you,” 

ue 
and the word “same” (used as a pronoun, as in 
“referring to same”). 
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is full of persons 
who make promises 
and then break them, who enter 
into agreements and then fail to 
keep them, who arrange for ap- 
pointments and then forget 
them, and so on. Most of these persons are 
doubtless well-intentioned enough; they do not 
deliberately plan to cause irritation and trouble, 
and waste of time and energy on the part of 
those with whom they deal; but these are pre- 
cisely the results which their unreliability pro- 
duces. Stop prating about what you can and 
will do on a large scale; be sure that you ac- 
tually make good on every one of your promises. 
In that way, you will build up a reputation for 
reliability, and reliability is 
a large part of the founda- 
tion of business character. 
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lucky plan, it is natural that the 
promotions in business are on a 
like basis. But if business is con- 
ducted scientifically, then the con- 
tribution of the individual to the achievement 
of the business is definitely projected. An un- 
avoidable consequence is that merit, rather than 
mere chance, will govern advancement. No 
matter what may be his trade or vocation in 
business, every ambitious man should welcome 
the scientific conduct of business. 


NY teamster will tell you that there are two 
kinds of work horses—the “collar-pullers” 

and the “breech-pullers.” That is, some horses 
are willing workers—they fill their collars in try- 
ing to pull the wagon load; while others, even 
if not actually balky, sag back a little into the 
breeching. As to the rela- 
tive value of these two 
kinds of horses, there need 
be no discussion—the con- 


FTER all, “A man gets 
what he wants most in 

this world.” This is a say- 
ing often heard and often 
voicing a conclusion as toa 
man’s opportunities in life. 
In the vast majority of 
cases, it is a true saying. 
The words, “what he wants 
most,” mean wants which 
are consistent. Generally 
speaking, a man can not get 
rich and spend his money 
extravagantly. Nor can he 
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clusion is obvious. 
Figuratively speaking, 
business workers may be 
thus classified. ‘There are 
the.ones that do their work 
with dispatch, accuracy, 
and intelligence, and then 
look about for something 
else to do—they are “collar- 
pullers.” Then there are 
the ones that do their work 
with one eye on the time- 
clock, without giving 


have physical strength if 
he persists in satisfying the 
cravings of a _ perverted 
appetite. Nor can he have power, unless he is 
willing to give up the habits which weaken. A 
man can get what he is willing to pay for. He 
can get what he wants, if he is willing to give 
up everything which is inconsistent with his 
wants. 


NE of the strangest of paradoxes is the 

persistency with which those who claim 
to have the interest of workmen at heart oppose 
the scientific conduct of business. 

If there is one principle upon which practi- 
cally all economists agree, it is that the welfare 
of the working man is dependent upon increas- 
ing the productivity of working men. This is 
the big objective of the scientific conduct of 
business. But the scientific conduct of busi- 
ness means even more to the workman. If busi- 
ness is conducted haphazardly, on a happy-go- 
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thought to anything save 
holding their jobs—they 
are “breech-pullers.” The 
executives that you know— 
the auditors, controllers, cashiers, secretaries, 
treasurers, and the like—to which class have 
they always belonged? The “collar-pullers,” 
of course. You want to be an executive some 
day; therefore, make sure that you are a “collar- 
puller” in respect to the work that you are 
doing right now. 


WO men in one afternoon mentioned to 
me a common, though not generally 
known, weakness of minor executives. One of 
these men was a business man, the other was an 
accountant. The weakness spoken of was the 
tendency to overestimate the ability of subor- 
dinates. Each cited specific examples of this 
weakness. 
The instances referred to by the business man 
were those of the foremen in his own establish- 
ment. In his line of business, it is necessary 
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to make frequent estimates of work 
that is to be done. Information is 
secured from the foreman as a basis 
for these estimates. In nearly every 
instance, this business man declared, it was nec- 
essary to add from 50 to roo per cent. to the 
estimates of the foreman. These foremen 
judged the productivity of the workmen by 
what they would do in case they were working 
at the machines. As the business man very 
tersely put it, “The reason they were foremen 
was because they could do more and better work 
than their fellow-workmen, and the reason they 
would remain foremen and not rise higher was 
because they counted upon their fellow-work- 
men doing as productive work as they would 
do.” 

The accountant’s instance was that of another 
accountant. This latter accountant was in 
charge of an accounting department of a busi- 
ness organization. A system of accounts was 
installed by this executive. Upon paper, it 
looked like a very adequate system. In practice, 
it did not work. The reason it did not work was 


_because it would require of every subordinate 


the same high degree of skill in accounting 
technique that was possessed by the execu- 
tive. 

With these practical instances in mind, I com- 
mend to young executives the advice of this 
business man: “Estimate subordinates as they 
are, and not as you think they should be.” 


HOSE whom we admire, we imitate. It is 
not to be expected that our soldiers will 
adopt all of the mannerisms and the customs of 
the English and the French. Nor is it to be 
expected that our Allies will influence changes 
in us, without our influencing changes in our 
Allies. The more provincial of the English are 
expressing concern over the tendency toward 
American journalistic style in the press of that 
country. Likewise, we remember that our boys 
very much admired the style and cut of the Eng- 
lishman’s uniform. It is the same with the 
French. Our men are following the lead of the 
French in the exercise of courtesy. On the 
other hand, the French are following our lead 
respecting certain sanitary measures. None of 
us will exclusively influence the rest of us; each 
of us will influence and be influenced. Those 
qualities which are the better qualities are natu- 
rally those which will be admired and adopted. 
It is as if the Allied nations were pooling their 
respective national traits, and each was benefit- 
ing by the interchange. This war is teaching us 
more of each other, and the more that we learn, 
the higher our regard for each other. 
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heavy responsibilities.” This 
was said by a friend of mine re- 
specting a man of our acquaintance 
who has been remarkably successful in Busi- 
ness. The word “magnet” struck me as being a 
forcibly descriptive word. In figurative lan- 
guage, a “magnet” is something which, by rea- 
son of a substance inherent within itself, attracts 
other things. Some men are like that in respect 
to the power of attracting perplexing duties 
within their own sphere of control. Their mag- 
netizing qualities are almost always sweeping 
vision, broad perspective, limitless energy and 
initiative, developed reasoning power, and a 
first-hand knowledge of business principles and 
procedures. The encouraging fact about this 
“magnet” business, so far as the average man or 
woman is concerned, is that it can be cultivated 
and developed. Plenty of big jobs are vii 
to be magnetized. 


OUR vacation assumes a great importance 
this year. You need all the push and vigor 
that a few weeks’ change will give you. 

Every man to-day should be one hundred per 
cent. fit. Your vacation will help keep you to 
this mark if you take it properly. It may not 
be necessary for you, in these days of high rail- 
road fares, to go far from home. The change 
from your regular routine is the necessary thing 
to achieve. This change in physical routine 
produces a change in a man’s mental operations; 
and, after all, our minds usually get more tired 
than our bodies. It is mental stimulus that we 
are looking for as much as physical recreation. 

Don’t carry your business worries with you. 
We often hear, but seldom heed, this admoni- 
tion. The office will worry along somehow 
without you. Things may even go better than 
you expect. Unless you do leave business mat- 
ters behind you, you aren’t giving yourself a 
square deal. 

Your vacation may even pay extra dividends. 
The best business idea that you ever had may 
come to you beside some mountain stream while 
you are waiting anxiously for the elusive trout 
to put in an appearance. Off in the woods or 
out in the country, you get a proper perspec- 
tive. Things that may have puzzled you back 
in town, show themselves in their true light. 
They may not be so formidable, after all. 

Be sure, if it is in any way possible, to take a 
vacation, if only for a few days. It will make 
you physically and mentally fit—put you in step 
with the procession; and you may come back 
with some idea that will ultimately be worth to 
you many times the cost of your outing. 
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TUDENTS of Ac- 
countancy, who are 
just beginning the 
study of the sub- 
ject, should not have their 
minds centered on any single 
phase of it. No one of the three 
major divisions—constructive, 
opérative, and auditing—is independent. Mas- 
tery of each is contingent upon mastery of all. 
It is by no means uncommon to encounter prob- 
lems the solutions of which necessitate a grasp 
of all three of these branches. 

For example, in auditing work, the accountant 
frequently has opportunity to exercise construc- 
tive skill in connection with his working-papers. 
Surprising though it may seem, this is particu- 
larly true in the case of audits of small concerns. 
Perhaps the account classifications have not 
been carried out to the detail that the auditor 
desires, so that an analysis is necessary. Or 
perhaps, by reason of the lack of high-grade ac- 
counting skill in these small organizations, the 
facts in the record need rearrangement. In 
both of these contingencies, the accountant may 
construct various schedules in his working-pa- 
pers to develop the desired information. 

As an illustration, I present on the opposite 
page a schedule of fire insurance, adapted from 
practice. Ordinarily, this schedule is prepared 
in audits of moderate sized businesses. The 
chief purpose of the schedule is to ascertain the 
amount of insurance unexpired. An additional 
purpose is that a convenient summary is ob- 
tained of the entire insurance carried by the 
organization. 

This schedule shows the status of the fire in- 
surance of James Brown as at December 31, 
1917. The various columns contain the details 
respecting each of the insurance policies. The 
order of arrangement is by the dates of the ex- 
piration of the policies—that is, the policies 
which expire earliest in 1918 are stated first. 

The totals show the aggregate amount of in- 
surance carried, the premiums paid, the amount 
of expired insurance, and the amount of un- 
expired insurance. For example, during the 
year 1917, premiums were paid on policies ex- 
piring during 1918 to the amount of $2,177.56. 
These premiums carried insurance up to the 
date of the expiration of the respective policies. 
To the extent that these payments of premiums 
covered protection previous to December 3r1, 
1917, they are chargeable against the profits of 
the year 1917. On the other hand, to the extent 
that they purchased protection for the time 
after January 1, 1918, they are chargeable 
against the profits secured during that time. 
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The extent to which this insurance 
expired and the extent of the 
charge against profits for the year 
1917, was $759.18. The remainder 
of the premiums paid cover “unexpired insur- 
ance,” and are carried as a deferred charge (an 
item to be charged against profits in later 
periods), the amount being $1,418.38. 

This schedule might be called an “Inventory 
of Insurance.” In its broadest sense, the word 
“inventory” is applicable to any listing. Upon 
taking out insurance, we buy, so to speak, a 
given amount of protection. The right to this 
protection is limited by time, so that during the 
year there is an amount of the protection, 
measurable in dollars and cents, which has been 
used. At the end of the year, we list these 
policies and ascertain, or inventory, the exact 
amount of this protection which is still avail- 
able to the business. 

The information contained in the columns up 
to and including that headed “Premium Paid” 
is obtained from the various records of the 
organization. The amounts in the last three 
columns are the computations of the accountant. 
At this point, the advantage of arranging the 
policies by dates of expiration is evident. It 
will be noted that instead of making the dis- 
tinction between “expired” and “unexpired” 
insurance for each policy, the distinction is 
made as to groups of policies. For example, the 
total of premiums paid for all of the policies 
expiring on January 15, 1918, is ascertained as 
$254.70; the amount which expired on these 
policies up to December 31, 1917, is $244.09, and 
the amount unexpired is $10.61. So it is that 
the prorating is done as to each group of 
policies, the groups being arranged according. 
to dates of expiration instead of as to each 
policy individually. 

With but one exception, all of the policies 
expire during the year 1918. The exception is 
that on “Office Furniture,” which covers a 
period of three years and does not expire until 
October 1, 1920. This-is the only policy ap- 
pearing on the list which will be shown on the 
schedule prepared as at December 31, 1918. 

In computing the amounts for the “Expired” 
and the “Unexpired” columns, each calculation 
should be done independently. It is not advis- 
able to compute, say the “expired,” deduct this 
from the premium paid, and call the balance 
“unexpired.” Rather it is desirable to compute 
each—that is, the expired and the unexpired— 
on the basis of the time elapsed and the time 
remaining. Proof of the accuracy of the com- 
putations is then obtained by adding the two 
amounts together, in that the sum should equal 
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Insurance 
Analysis be also secured from the totals of 

and 
Schedule 


(Continued) 


the premium paid. This proof may 


the columns which would, in addi- 
tion to the points already made, 
check the accuracy of the column additions. 

Upon the close of the audit, the accountant 
has a neat, clear statement as to the insurance. 
Should he desire to comment respecting the 
subject in his report, all of the facts are con- 
veniently disclosed. Furthermore, by the 
columnar proofs—that is, by the fact that the 
totals of the three columns balance—he has a 
reasonable assurance of the accuracy of the de- 
ferred charge for unexpired insurance. This 
record should constitute a part of the work- 
ing-papers that he retains permanently. 

This schedule is suggestive of steps that 
might be taken in Operative Accounting. Upon 
the taking out of insurance, and the payment of 
premium, the facts as to the insurance might 
be set forth in a columnar record of this kind. 
After the column “Premium Paid,” thirteen 
additional columns might be provided. Twelve 
of these columns would be for the twelve 
months of the year, and in each of these would 
be entered the amount to be charged against 
operating profits for that month. The last 
column would show the amount of insurance 
paid which remained to be charged against 
profits in succeeding periods. This record 
would be useful in cases where profit and loss is 
determined as to monthly periods. 

The form is also suggestive of records which 
might be constructed to record insurance 
transactions. The arrangement of this form is 
by dates of expiration of policies. Accordingly, 
the form does not show the amount of insurance 
for each of the several classifications of prop- 
erty. 

It is impossible, for example, to find the 
amount of insurance on merchandise from this 
schedule, without arithmetical calculation. Nor 
is the total as to buildings or machinery shown. 
Furthermore, it may be desired to show the in- 
surance by location of the property which is 
insured. The advantages of detailed classifica- 
tions of this kind are many. 

A convenient form for embodying such a 
classification is a loose-leaf book. The leaves 
would be arranged so that the facts regarding 
any one classification would be grouped. For 
example, one leaf might show the totals as to 
merchandise, and analysis sheets would show 
the amounts as to each of the several kinds of 
merchandise, or as to merchandise carried at 
a number of different branches, and so on. The 
facts recorded as to the classifications would 
be the same as those in the schedule, the amount 
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of expired and unexpired insur- 
ance being shown as at convenient 
dates. 

Such a record is useful in pre- 
venting the carrying of an excess of insurance. 
For example, the stock of merchandise of a con- 
cern may fluctuate. This stock may be of such 
value that it should be closely insured. The 
keeping of a perpetual inventory would enable 
the proprietorship readily to ascertain the 
amount of stock on hand at a given moment. If, 
in addition, the management has this insurance 
record, then there is available at all times an 
exact comparison between the amount of insur- 
ance carried and the amount of merchandise on 
hand. 

Whether or not a business organization is 
carrying ample insurance is an important con- 
sideration to the banker in case of a prospective 
loan. Beyond ascertaining that the insurance 
is actually carried—that is, set forth in the 
books—it is wise for the auditor to ascertain 
whether or not sufficient insurance is being 
carried. Furthermore, if his examination dis- 
closes violations of the terms of the contracts 
which may affect the recovery of insurance in 
the case of loss, he should act upon it. 


In the next issue of The Pace Student, the 


preparation of a schedule in the case of liability 
insurance will be explained. 


W. MILLETT, associate director, Bu- 

- reau of Personnel, American Red Cross, 

under date of July roth, has made application to 

A. P. Richardson, secretary, American Institute 

of Accountants, for the following accountants 
for overseas service: 


“Four accountants with statistical training 
for France. These positions to be filled by best 
available people at salaries ranging from francs 
750 to francs 1,000 a month. 


“Six accountants for France. These men are 
needed in the Bureau of Accounting. Salary 
will be francs 175 a week; two of these six 
will be used as traveling:auditors and should be 
of slightly larger experience than the others. 

“Twenty-five accountants unassigned, for 
France. Competent accountants required, for 
various departments in the French organization. 
May be either men or women. Will be assigned 
definitely on arrival in Paris. Salary, francs 175 
a week. 


“One accountant for Serbia. No specifica- 
tions. Salary, approximately $2,000 per annum. 


“Three accountants for Switzerland. One 
must have experience in warehouse accounting. 
Salary, francs 175 a week.” 
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Jooks” 


HAVE just come 
upon an unusually 
vivid word as ap- 
plied to sales let- 
ters, publicity 
folders, and adver- 
tisements' that 
rouse interest and 
secure orders. It 
is the word 
J. George Frederick, Edi- 


“hooks.” 
tor of Advertising & Selling Maga- 
zine, is the man to whom I am 


indebted for the idea. It is an idea 
worthy of a few paragraphs of com- 
ment and illustration. 

The trouble with much sales 
writing—especially in amateur writ- 
ing—is that it is too general in 
content and smooth in style. Gram- 
matical correctness is desirable and 
necessary, of course; indeed, there 
is seldom any excuse for violating 
the dicta of grammar and rhetoric. 
There is, though, such a thing as 
making rigid correctness an end in 
itself; whereas, in point of fact, 
it should’ be always a means to an 
end and nothing more. Stop with 


_correctness of expression, and you 


are likely to have a piece of writing 
that makes no impression whatever 
upon the image-making faculty of 
your readers. 

The same general objection ap- 
plies to sales writing that is unduly 
smooth and euphonious in style. 
The mind of the reader is likely to 
glide over your message pretty 
much as a skater glides along 
without seeing much of the ice or 
thinking much of its quality or 
thickness. Since your object is to 
halt attention, arouse curiosity, and 
incite the impulse to buy, it is clear 
enough that you should think of 
your concepts, their arrangement, 
and their manner of presentation 
with this object always in view. 

First of all, what is the “hooks” 
idea in reference to the content of 
your sales letter, folder, or adver- 
tisement? It is that you select spe- 
cific thoughts and present them in 
a head-on way, remembering that 
the beginning and the ending are 
the most important positions in 
your sales appeal. And remember 
also to try to interpret your read- 
er’s probable view-point in refer- 
ence to your article; try to show 
him that its purchase will be to his 
advantage—that it will save him 
money, conserve his time, or add to 
his convenience, and the like. 

Second, what is the “hooks” idea 
in reference to the arrangement of 
the parts of your sales appeal? It 
means that your logic must not be 
wobbly and confused—that it must 
be so sound and straightforward 
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and immediately apprehensible as 
to overcome objection at the very 
moment when objection is subcon- 
sciously suggesting itself. Your 
logic should be of the kind that 
speedily leads on the mind of your 
prospective purchaser to the point 
where, of its own volition, it ar- 
rives at the “that’s so” conclusion, 
or as close to that conclusion as 
possible. 

Third, what is the “hooks” idea 
in reference to your sentences, 
phrases, and words? It is that, 
generally speaking, your sentences 
should be short and vigorously ex- 
pressed with strong beginnings and 
endings, and that your words and 
phrases should be specific, pictorial, 
and suggestive of much more than 
they actually say. Your style, to 
put the matter in another way, 
should be direct and simple—not 
colloquial, exactly, but surely not 
heavy and ponderous. Never forget 
that simplicity in the use of lan- 
guage, though it seems easy to 
attain, is, in reality, most difficult 
to attain. 

Note the “hooks” quality in the 
following illustrative letters: 


“One quart a month— 

That’s the wastage of your average, 
ordinary inkstand—the air actually 
dries up that much ink. 

“And no writing comfort at that! 

“You’re too good a business man 
to stand for that much waste, and 
you're too fond of a smooth-flow- 
ing pen and comfortable writing to 
refuse to make the pen move for 
both economy and supreme writing 
comfort. 

“Why—figure it out; you know 
what you pay for ink these days— 
you'll pay for a Marvel inkstand in 
exactly 49 days with the ink that 
you let dry up in the air! Etc.” 


“As I sat at my desk this morning 
looking over the early mail, a pe- 
culiar thing happened. 

“I picked up an order. It read: 
‘Ship 25 rolls of 1680 Keepdry.’ 
And the next one called for ‘K 860.’ 
Now both of these orders came 
from concerns in the same line of 
business. And both of them use 
‘Keepdry’ for the same identical 
purpose. 

“So I wondered: ‘Why does one 
pay more than the other—to 
achieve the same result? Wouldn’t 
the cheaper grade do just as well?’ 
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“Our conception of service is: 

“To help a customer find that 
grade of ‘Keepdry’ best suited to 
his own particular purpose. A grade 
good enough—but not too good—at 
the least possible cost. 

“Glance with me for a moment at 
our latest price-list enclosed. Fif- 
teen grades of ‘Keepdry.’ Some 
are heavier and of greater strength 
than others. But all are watérproof. 

“The nine ‘K’ grades mean Kraft 
paper—stronger and tougher by 
far, in proportion to weight, than 
the six Fibre grades. And better, 
we believe, from every standpoint. 

“If you think there’s a chance to 
economize in your packing, we’ll 
welcome these requests for a full 
line of ‘Kraft Keepdry’ samples— 
and complete information about 
them. 

“The postcard is for your con- 
venience.” 


“Your store is situated on the 
main road which leads almost di- 
rectly to the White Mountains. 
Automobiles and camping parties 
are constantly passing your door. 
Many of these parties, attracted by 
your splendid window display, stop 
to make purchases. 

“Add a complete line of camp 
cookery outfits to your stock. 

“There is no part of a camp 
equipment that is in more general 
demand than a compact cooking 
outfit. The reason. is. simple—we 
all eat, and the tendency among 
automobilists to cook their own 
meals en route is growing. 

“These cooking outfits are made 
of aluminum and are, therefore, 
light in weight, and contain all the 
necessary articles. The pieces are 
made to nest into each other, and 
every outfit is supplied with a can- 
vas carrying-bag. 

“The outfits range from the in- 
dividual sets of seven pieces, 
weighing two pounds, to those con- 
sisting of fifty-four pieces, and 
weighing thirteen and a quarter 
pounds. 

“Our salesman will be in your 
town about April zoth, and will 
show you samples of these outfits.” 


There is no need of citing 
further examples to support the 
contention that the “hooks” idea 
plays a basically important part in 
the preparation of all written sales 
material. Make your’ thoughts 
“hooks” to attract interest. Make 
your sentences “hooks” to hold at- 
tention. Make your words and 
phrases “hooks” to stimulate con- 
viction. Then your sales messages 
will be read. 


Overseas proper system of accounts. 


Miss 


Letter Smith was asked to undertake this 


(Continued) 


work because of her accounting ex- 
perience, her knowledge of the 
French language, and her familiar- 
ity with conditions secured by for- 
mer visits to Europe. Miss Smith, 
so far as we know, is the first Vas- 
sar graduate to undertake organiza- 
tion or accounting work overseas. 
The majority of Vassar graduates 
who have volunteered for service 
either are serving as nurses or are 
in training for that work. Miss 
Smith sailed last May, and arrived 
safely at her destination after an 
eleven-days’ voyage. She crossed 
the ocean during the period in which 
the submarines carried their attacks 
to mid-ocean and to the American 
coast. 

Miss Smith’s work in effect will 
be that of a controller. She will de- 
vise and install accounts for the 
Hotel Petrograd, which is the name 
of the Y. W. C. A. hotel in Paris, 
and for the various centers estab- 
lished by the Y. W. C. A. through- 
out France. In addition to this 
work, she will make an audit and 
verification of the financial transac- 
tions that have already taken place. 
The work will require Miss Smith 
to travel throughout France, and 
will afford an exceptional oppor- 
tunity, not only for a service of a 
vitally important nature, but for 
obtaining at first hand a knowledge 
and understanding of all the Amer- 
ican activities in France. 

Miss Smith has written a staff 
letter to her associates, and it seems 
only fair to’make it available to the 
larger family of Pace students, in- 
structors, and friends, who are sub- 
scribers to The Pace Student. We 
append, therefore, Miss Smith’s 
staff letter of June 23rd, as follows: 


“Dear Mr. Pace: 

“For several days I have been 
trying to get a staff letter written, 
but the hours seem to be filled with 
sO many necessary tasks of one kind 
and another that letter writing has 
to take a back seat occasionally. I 
am starting early this evening, how- 
ever, and, with good luck and no 
air raid, I’m hoping to be able to 
finish this little chat with the mem- 
bers of the Pace Organization. 

“The trip over was a joy from 
first to last—that is, a joy to me. 
There were those on board who did 
not agree with me in that opinion, 
when the weather got a bit rough 
and the vessel rolled ‘all over the 
place’ as one sea-sick Y. M. C. A. 
man expressed it. None of her wan- 
derings into the regions of the air 
or the depths of the sea seemed to 
have any effect on me, however, for 
which I was mighty thankful, for 
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the sick ones, of whom there were 
many, didn’t look or act like a very 
happy lot. 

“There were many interesting 
people on board. Red Cross doc- 
tors and nurses, Y. M. C. A. men, 
several Y. W. C. A. women, coming 
over to do canteen work, a group 
of men from the Knights of Colum- 
bus, and several others whom the 
censor wouldn’t let me tell you of. 
In spite of the fact that we were 
all coming on more or less serious 
business, we managed to enjoy our- 
selves quite in the manner of peo- 
ple on an ordinary voyage. The 
life-boat drills and the peculiar ac- 
tion of our captain in steering his 
course gave us food for thought 
now and then, but people spoke 
very little of those things. 

“We had a ride of the best part 
of a day, from our port of entry to 
Paris, through the most beautiful 
country I have ever seen in my life. 
When this war is over, I’m going 
to buy me a little tin Ford and take 
that ride again along the wonderful 
white roads that wind like broad 
ribbons among the chateaux of this 
land. But the war is not over, and 
meantime I have work to do. 

“Paris, in her war regimentals, is 
as wonderful, if not as bright at 
night, as she ever was. She may be 
darker at night, but that is more 
than made up for by her vividness 
by day. The streets are filled with 
color—the flaming scarlet of the 
French officer home on leave, the 
duller red of the trousers of 
the Zouaves, the heavenly blue of 
the uniform of the French officer on 
duty, and, what is best of all, the 
dark blue of our own Navy and the 
khaki of our boys in the Army. We 
American girls almost always get a 
smile or a salute from our own men. 
There is always the terrible black 
of the women, too, but they wear it 
with such a proud bearing, as the 
men do their medals, that it doesn’t 
seem quite so much the emblem of 
mourning as it does with us. 

“We had our first raid two nights 
after we arrived in Paris. We all 
wended our way to our very spa- 
cious cellar, where we sat on stumps 
of wood and conversed amiably 
with people whom we didn’t know 
from Eve. It lasted for about an 
hour and a half, and then the 
church bells sounded the ‘all clear’ 
and we went to bed. The second 
time, the siren woke me out of a 
sound sleep. The enemy was not so 
near this time, so we contented our- 
selves with going to the first floor 
and watching the bursting of the 
shells of the anti-aircraft guns. You 
would be surprised at the calmness 
of the French at times like these. 
You will find a group of them en- 
joying their liquid refreshment at 
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the little tables outside the cafés 
when Big Bertha will send along a 
reminder of her existence. People 
look at each other, exclaim ‘Voila!’ 
and go right on with the déjeuner. 

“I have my work mapped out in 
my own mind, and am eagerly 
awaiting the right moment to start 
on my travels to all the centers, to 
give instruction and to get informa- 
tion. I hope to have more to tell 
you about that in another letter. 

“I think of you all many, many 
times through the day, and wish 
for one or another of you to enjoy 
some especially interesting thing 
with me. The Pace Organization 
has a very big place in the heart of 
one American girl in France.” 


school and an academy training in Biogr: 


Texas, he went to Washington, 
D. C., where he took up the Pace 
Course at night. With this training 
as an asset, Mr. Cooper began to 
apply his knowledge along practical 
lines. For two years he was auditor 
for the Colorado Tire and Leather 
Company, at Denver. Then he 
spent six months with the Conti- 
nental Audit Company, of Denver, 
going from there to Kansas City, 
Mo., where he joined the Account- 
ancy staff of Crockett, Couchman & 
Co. 
firm, he gave up the professional 
practice of Accountancy in order to 
organize the Service Auto Equip- 
ment Corporation. 

Personality has, of course, much 
to do with Mr. Cooper’s business 
success at so early an age. That’s 
always true and is taken for granted. 
A man either has initiative, vision, 
and energy, or he hasn’t. But it is 
interesting to note that Mr. Cooper 
himself stresses the part 
knowledge of Accountancy has had 
in showing him how to organize, 
administer, and sell, on terms that 
brought him a net profit. If there is 
any knowledge more vitally impor- 
tant than this for the young man 
who wishes to test his abilities in a 
business of his own, the writer of 
this sketch hasn’t discovered it. 


W. G. KILEEN, care of the Gil- 
lespie Loading Company, South 
Amboy, N. J., Extension Student, 
has recently been appointed United 
States Accountant-in-charge, Beth- 
lehem Loading Company, New 
Castle, Delaware. Mr. Kileen was 
formerly with the General Electric 
Company in Schenectady. 


J. H. TARRY, Pace Extension, has 
accepted a position with the Tide- 
water Oil Company as accountant, 
having resigned from the employ of 
the Michigan Central Railroad. 


After about a year with this. 


that 
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The rate of the tax is 10 per cent. 
on so much of the income as is not 
disposed of in the manner stated. If 
it is subsequently found that any 
amount reported as having been re- 


tained for employment in the rea- , 


sonable requirements of the busi- 
ness has not been so employed, then 
the tax on such amount is 15 per 
cent. In addition, penalties are 
prescribed for failure to make the 
return, and for false and fraudulent 
returns. 

Corporations which reported net 
income on the basis of the calendar 
year must submit a return of undis- 
tributed net income on or before 
August 29, 1918. Corporations 
whose fiscal year is different from 
the calendar year, must report 
within six months and sixty days 
after the close of the fiscal year. 
These latter corporations must also 
report on or before August 1, 1918, 
as to that part of the fiscal year 
which ended in 1917, and which 
came within the year 1917. For 
example, if a corporation’s fiscal 
year ended March 31, 1917, it must 
make a return on August 1, 1918, 
covering the three months, Janu- 
ary, February, and March, 1917. It 
then determines, as to that fiscal 
year, the total amount of income 
which was not disposed of in the 
manner before stated. Then the 
tax is on such proportion of the 
amount ascertained as the number 
of months in 1917 bears to the en- 
tire fiscal year. In the case under 
consideration, the three months in 
1917 would be one quarter of the 
fiscal year, and the amount on 
which the tax would be imposed 
would be one quarter of the entire 
amount found for the year. 


Circe... A. L. PHILBRICK, 
C.P.A., a Pace graduate and 
lecturer, and in peace times 
a practicing accountant in Provi- 
dence, R. I., now with the Engi- 
neers’ Corps of the American Army 
in France, in the course of a letter 
to a New York friend, says: 
“After landing in France, I went 


to Paris and was there for two days. 


I then went to general headquar- 
ters, where I remained for two 
months and a half. Now I am 
located in one of the best cities 
and living very comfortably, but 
unhappily. The unhappiness is 
due to the fact that there is no 
possibility of my seeing real 
action; and when I am asked some 
years from now ‘What did you do 
in the Great War?’ I will mod- 
estly say: ‘I sat in a comfortable 
chair almost all day and enjoyed 
the wonderful hospitality of some 
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of the finest people on the face 
of the earth.’ 

“I am busy enough all day, and 
the work I am doing must be done 
by somebody; but I wish I knew 
enough about the military game to 
be in the infantry or artillery, in- 
stead of writing letters and reports 
and attending to the detail of an 
office day after day; but then, 
everybody here wishes that he had 
another job than the one he is 
working at. So the only thing to 
do is to keep fighting the game for 
all it is worth, and never for a 
moment consider the possibility of 
peace until all of the force of the 
enemy is destroyed. 

“You haven’t any idea how cheer- 
ful it is to read in the papers of 
the success of the big Third 
Liberty Loan, and all the work 
that is being done in the States. 
Everything that is done by those 
who are at home helps a great 
deal.” 


MAURICE GREEN, the Account- 
ancy Institute of Brooklyn, has 
severed his connection with H. E. 
Verran Company, New York City, 
to join the staff of Touche, Niven & 
Company. 


ARTHUR H. ERB has resigned his 
position with Charles A. Soper, of 
Brooklyn, to accept a position as 
bookkeeper with the American Red 
Cross. 


A. J. RINALDI, Pace Institute, has 
severed his connection with Perley 
Morse & Company to join the staff 
of Waud & Doherty, accountants. 


CHARTERED accountant of 
world-wide experience re- 
cently sent his enrolment to 
Pace Institute, Extension Division, 
from a foreign country. He states 
the view of many men of long ex- 
perience and developed ability who 
are now students in the Pace 
Courses in the following sentence: 
“Even though my accounting 
knowledge is far advanced in the 
school of practical experience, 
yet I lack a certain amount of 
theoretical finesse which is the 
mainstay of successful profes- 
sional accounting.” 

He states further that he enrolled 
by reason of the recommendation of 
his manager, and because of “many 
previous indorsements in the course 
of my travels on four continents.” 
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IEUTENANT LEWIS H. DE 

BAUN, formerly of the 

Pace executive staff, now 

with the American Army in France, 

Signal Corps Division, has written 

a very interesting letter to his 

former associates, excerpts of 
which follow: 

“After a long and tedious month 
of travel by sea and land, we 
finally stopped in a pretty little 
town in the south of France where 
we went to school for about six 
weeks, tackling all the new prob- 
lems of signal work developed by 
the war. I know you will be glad 
to learn that I did honor to my 
pedagogic associations of the past 
few years, and finished the course 
next to the top, being the highest 
lieutenant, with the only captain 
in the class beating me out by a 
fraction of a point, on a basis of 
Ioo counts. 

“From there I was shipped off 
to the French Army, and, as you 
can imagine, I got a very fine 
close-up view of what we will have 
to tackle. I was attached to a 
French division that had been fif- 
teen months at Verdun during the 
heaviest attacks of the Crown 
Prince last year and the year be- 
fore, and nearly every man has 
the Croix de Guerre, as a result. 
The Telegraphic Section of this 
Division, corresponding roughly to 
our Signal Battalion, is the only 
one in. the French Army which has 
the Croix de Guerre on its stand- 
ard, and it is naturally proud of the 
distinction. ... 

“T cannot complain of any hard- 
ships; the troops are all well cared 
for; the army organization of sup- 
ply and transport is getting better 
all the time; and all we need now 
is men, men, men, and then more 
men to end the war.” 


RICHARD J. POZDENA, Pace 
Institute, is now associated as au- 
ditor with The Great Atlantic & 
Pacific Tea Company, of Jersey City. 
Mr. Pozdena was formerly in the 
employ of the Department of Fi- 
nance, city of New York. 


E. J. CONRAD, Cleveland School 
of Accountancy, is located with the 
Twenty-first Company, Second In- 
fantry Replacement Regiment, 
Camp Gordon, Ga. 


ARTHUR F. WILKINS, Pace In- 
stitute, has become associated as 
junior accountant with the Colo- 
nial Audit Company. Mr. Wilkins 
was formerly employed by Frank 
Seller, C.P.A. 


Personal MAJOR C. B. HOLLOWAY, in 


Notes 


command of the Bureau of Ac- 
counts, American Expeditionary 
Force, recently said: “It is my per- 
sonal opinion that accountants are 
beginning to come into their own 
over here, and are now being used 
in a broader capacity than has ever 
previously been the case. It is also 
my belief that if the war continues 
for some time they will be able to 
render even greater service as their 
value becomes more generally 
known and recognized.” 


ALBERT J. BODENSTEIN, New 


» York Institute of Accountancy, has 


accepted a position as bookkeeper 
with Graham Brothers Sales Com- 
pany, having resigned from the 
employ of the General Optical Com- 


pany. 


MISS JULIA M. WEST, Pace In- 
stitute, has accepted a position as 
bookkeeper at the American Water 
Works and Electric Company, hav- 
ing left the employ of the Board of 
Education. 
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HOWARD E. MURRAY, a gradu- 
ate of the Buffalo School of Ac- 
countancy, Pace Course, has ac- 
cepted a managerial position with 


Chandler & Patriquin, auditors and 
accountants, Akron, Ohio. 


JOSEPH I. ZUCKER, graduate of 
the Pace Courses, Buffalo Y. M. 
C. A., has entered the Accounting 
profession as a senior accountant, 


and is now located in Columbus, 
Ohio. 


FLOYD G. RICE, Pace Institute, 
has joined the staff of Price, Wa- 
terhouse & Company. Mr. Rice was 
formerly a teacher of commercial 
subjects. 


H. K. GOTTSHALL, graduate of 
the Pace Courses, in Washington, 
is now a sergeant in the National 
Army. 


LL accountants will be inter- 
A ested in the convention of 
the American Institute of 
Accountants, which will be held in 
Atlantic City, September 16th to 
19th, inclusive. The session prom- 
ises to be an extremely interesting 
one, because of the problems, due 
to the war, that have arisen in the 
work of accountants both for the 
Government and in general prac- 
tice. 


F. A. MacKINNON is an artist 
who is now studying Accountancy 
at Pace Institute, Boston. Mr. 
MacKinnon is intensely enthusias- 
tic in his Accountancy studies. Be- 
fore he had completed his first year, 
he audited the accounts and pre- 
pared the annual statements of the 
Massachusetts Credit Union Asso- 
ciation. Although these involved 
some advanced problems in Ac- 
counting, Mr. MacKinnon experi- 
enced no difficulties and submitted 
statements which would be a credit 
to an accountant of much longer ex- 
perience. 


Business seeks men—men who 


can serve and earn in the larger 


positions—men who can rise above the level of 
routine clerks— men who can develop and advance—men who 
can display initiative and assume executive responsibility. 


Such men— potential leaders—are needed now, with the country’s man-power 
mobilized for war. The summons is for men who can direct others, not merely for 


men who can carry out orders. And business leadership after the war will be at high 
premium—countless problems of adjustment, consolidation, and expansion will have 


to be faced and solved. 


Make ready now to play your part, to serve your country and yourself. Self-analysis, study of conditions, 
consistent study and training, proper placement—all these are prerequisites of commercial success. 

The Pace Organization can and will develop you into a man or a woman that gets things done. Pace Students— 
business technicians—acting as military and naval officers, or as civilian controllers, are getting a grip on finan- 
cial and stores detail for our forces overseas. At home, Pace Students are in the forefront everywhere, as 
accountants, auditors, treasurers, secretaries, and controllers, 


Send for a Descriptive Bulletin of the Pace Course in Accountancy and Business Administration, and for a 
copy of the current issue of THE PACE STUDENT, a distinctive magazine which interprets the spirit, 


needs, and processes of Modern Business. 


Pace & Pace 


NEW YORE 
Hudson Terminal, 30 Church Street 


WASHINGTON 
1004 F Street, N.W. 


BOSTON 
Tremont Temple 
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HE Present and Future Oppor- 
tunities of the Accountancy- 
trained Man” was the subject of 
an address by John T. Kennedy, 
LL.B., at Pace Institute, on July 
17th. In the early part of the 
address, Mr. Kennedy pointed 
out the several indications of 

increased business after the war, and the mod- 

ern tendency toward a more scientific conduct 
of business. The remainder of the address, 
which discussed specifically 
the opportunities of the Ac- 
countancy-trained man, fol- 


“How may the young man 
best prepare himself to take 
a leading part in the new 
business era which will fol- 
low the war? This question 
may be answered by a brief 
review of the development 
of business within the past 
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together. Cutthroat competition is rapidly be- Account- 
Business promo- ancy, 
tion, however, still exists, and there is still the Present 
effort to make sales. But this effort is directed and 

more to the creation of public demand than to Future 


coming a thing of the past. 


the fighting of a competitor. 

“In the old days, the manufacturer made his 
selling appeal to the wholesaler, the wholesaler 
to the retailer, and the retailer to the public. 
Each considered himself mostly concerned with 
the class to whom he directly sold. Thus the 
manufacturer sought the 
favor of the wholesaler, and 
the salesmen of the whole- 
saler sought the favor of 
the retailer, and the retailer 
influenced the consumer in 
the selling of goods. To- 
day, marketing, for the 
most part, proceeds in the 
opposite direction. The 
manufacturer appeals di- 
rectly to the public through 


ten or fifteen years. 
“Business executives of 
the past were, to a great ex- 
tent, drawn from men who 
were interested in the mar- 
keting function of business. 
These men were skilled in 
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national advertising. If the 
public demand the goods, 
then the retailer must carry 
them; if the retailer must 
carry them, the wholesaler 
must buy them. Thus it is 
that, through the force of 


selling. Major attention 

was paid to the selling end 

of the business, the general idea seeming to be, 
Make sales, and the business will take care of 
itself. Those were the days of intense competi- 
tion. Business was a constant struggle between 
competitors. Very naturally, the men who be- 
came foremost in business were those men who 
were capable of meeting and besting the com- 
petitors in their particular line. This condition 
resulted in a group of executives whose major 


abilities were closely allied with the marketing © 


side of business. 

“Within the more recent years, a marked 
change has gradually developed. Men fight 
competitors less than they did formerly. In 
some instances, competitors work more or less 


public demand, the manu- 
facturer moves his goods, 
instead of primarily catering to wholesalers, 
jobbers, and retailers. By no means would I 
infer that it is advisable for a manufacturer to 
attempt to market a product without securing 
the good-will of the wholesaler and the retailer. 
But, granting that there is a fair profit on the 
goods, the retailer, and likewise the wholesaler, 
tends to favor the manufacturer who can create 
the greatest public demand for his goods. 
“Investigators of the distribution side of busi- 
ness have noted this constant tendency of the 
manufacturer to secure greater freedom in the 
marketing of his goods. This tendency is evi- 
dent in the effort to eliminate middlemen and 
sell directly through retail stores. It is also 


New 
Type of 
Executive 


evident in the effort to do less sell- 
ing through the medium of sales- 
men and more by correspondence. 
Salesmen there are, and salesmen 
there always will be. But no impartial investi- 
gator can fail to note that the manufacturer is 
gradually, but surely, freeing himself from ab- 
solute dependence upon salesmen, upon whole- 
salers, and upon retailers, in the marketing of 
his goods. By the simple process of extensive 
advertising, and the creation of a public de- 
mand, the problems connected with the market- 
ing side of his business, though still important, 
have ceased to be the major problems and are, 
for the most part, delegated to advertisement 
writers and promotion men. 

“One result of this world war has been to 
show that business is no longer conducted as it 
was in the time of business competitive warfare. 
To-day, the problem of the manufacturer is not 
in moving his product, but in getting the prod- 
uct to meet the demand. Nor is the mind of the 
proprietor very much concerned over his com- 
petitors. He is more directly concerned with 
the internal management of his organization. 
His two main problems are stimulation of pro- 
duction and control of his organization. In 
both of these problems, accountants are espe- 
cially skilled and intensively trained. For this 
reason, we find that business executives are now 
more and more being drawn from the ranks of 
accountants. 

“Let us examine into the reasons why ac- 
countants are competent to handle these prob- 
lems. For the most part, the first problem, that 
of increasing production, depends upon the 
scientific conduct of business. The scientific 
conduct of business, in turn, depends upon 
knowledge of the events which are happen- 
ing in the business. The facts arising out of 
these events, together with the effects of the 
events upon the business, are recorded in the 
books of account. This record is transcribed to 
statements which show the progress and the 
condition of the business down to the minutest 
details. Not only are Accountancy-trained men 
needed to prepare these statements, but Ac- 
countancy-trained men are needed to interpret 
the meaning of these statements, and properly 
to diagnose the significance of the business 
transactions which have occurred. It is because 
business is conducted more on the basis of re- 
corded facts and less on the basis of approxima- 
tion that accountants are called upon in this 
work of stimulating and increasing production. 

“This first problem of business proprietor- 
ship, that of increasing production, is intimately 
associated with the second, that of controlling 
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the organization. Organization 
control consists largely in so classi- 
fying effort as to localize results 
and tendencies. Let me illustrate 
this point by the popular game of baseball. 
Here is a manager who looks to the final score 
only. He does not study the merits and the 
faults of his individual players. Contrast him 
with the manager who has averages at his com- 
mand showing the abilities of each of the play- 
ers in each of the departments of the game. No 
one familiar with baseball would doubt that the 
latter manager, all other things being equal, will 
be the more successful. Early in the history of 
business, the tendency was to look to the final 
score. Then, the management deemed that the 
best way of improving the score from year to 
year was to make more sales. To-day, business 
organizations are classified as to parts. These 
parts are handled largely by specialists. Rec- 
ords are kept, which show what each of these 
parts has accomplished, the cost of the accom- 
plishment as to each part, and the value of the 
accomplishment of each part in the achievement 
of profit. Cost Accounting is nothing more or 
less than the localization of accomplishment. 

“Not only does the accountant know how to 
marshal the facts as to what has been accom- 
plished, but he also knows what should be ac- 
complished and how to gain a better accom- 
plishment. In his upward climb to an executive 
post, he is constantly studying what has been 
done in his own organization, and often in other 
organizations. Unlike experience of other 
kinds, Accountancy experience is not confined 
to any one part of the business, but extends to 
all parts. At the same time, the accountant 
studies the results of actions taken to improve 
production. He knows those which have suc- 
ceeded and those which have failed. If he is a 
thorough accountant, he is familiar with every 
known expedient for stimulating and increasing 
production. Knowing how to gather the facts 
as to what has been done, armed with the knowl- 
edge of what should be done, and versed in the 
most modern methods of improving the accom- 
plishment, it is but natural that accountants are 
competent and able to handle the destinies of 
business organizations. 

“These facts are being tested in our present 
war. Insistent and persistent is the demand for 
production. Along with this demand for more 
production, there is a tremendous demand for 
the services of accountants. To-day the Govern- 
ment is constantly sending out calls for more 
accountants. Many of these accountants are the 
direct representatives of the Government in the 
large industrial plants which are producing 
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Biographical Snap Shots 
Men Who Have Made Good 


1 OWARD E. MURRAY, a Pace gradu- 
ate, has recently been elected man- 

P ager of the Akron office of the public 
bj] accounting firm of Arthur E. Chandler 


graduate’s developing success in the professional 
practice of Accountancy, for the firm of Arthur E. 
Chandler & Company has a varied business that 
demands skilled technical and executive control. 

Mr. Murray is only thirty years old, having 
been born in Le Roy, New York, in 1888. Mr. 
Murray got his early education in the rural 
schools of his home village; then he graduated 
from the Le Roy High School in 1903. In order 
to supplement his academic education with an ele- 
mentary business training, he then took courses 
at the Bryant & Stratton Business College, in 
Buffalo. 

Mr. Murray, like many other young men that 
think of to-morrow, decided to become an account- 
ant. Accordingly, he enrolled in the Buffalo 
School of Accountancy, which gives the Pace 
Course in Accountancy and Business Administra- 
tion, and graduated in 1914. This is a brief out- 
line of Mr. Murray’s business training through 
the medium of study. 

The steps of his business advancement are 
worthy of mention. After leaving school in 1903, 
he held various clerical, stenographic, and book- 
keeping positions till 1912. Then he began to 
climb upward rapidly. From October, 1912, till 
November, 1914, he was head accountant for the 
Buffalo Cold Storage Company. From November, 
1914, till June, 1915, he was a junior accountant 
on the staff of Chandler & Patriquin, public ac- 
countants, Buffalo. From June, 1915, till August, 
1915, he was connected with the accounting staff 
of Nau, Rusk & Swearingen, Cleveland. Then he 
became auditor for the S. H. Kleinman Realty 
Company, Cleveland, remaining with that firm till 
May, 1918. 

Mr. Murray is one of those fortunate young 
men that every one speaks well of in respect to 
ability and personality. He makes friends and 
keeps them, and he is a business technician who 
knows what the modern business concern needs 
in the way of efficiency of management that will 
insure its stability and growth. Arthur E. Chan- 
dler & Company regard Mr. Murray asa “comer”; 
and as for Mr. Murray himself, he has no regrets 
at having made the profession of Accountancy the 
means of deserved recognition and advancement. 


pa awsy| AN a person take the Pace Account- 
WZ 4) ancy Course by mail and accomplish 
anything?” This question is often 
asked by ambitious young men who 
are so circumscribed that they find 
<=! it impossible to attend a Resident 
School. James L. Respess, C.P.A., of Atlanta, 
Georgia, is one Pace Student—and there are many 
others—who would forthwith answer “Yes.” Here 
are the outstanding facts in his business career: 
Mr. Respess was born in Atlanta, in 1885. He 
attended the Atlanta public schools and graduated 
from the high school at Duluth, Georgia. Then 
he went to work. After the usual office-boy ex- 
perience, he gradually climbed upward to posi- 
tions of steadily increasing responsibility. For 
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some time he was connected with the Beck & 
Gregg Hardware Company, of Atlanta, as stock 
clerk, and with the King Hardware Company, of 
Atlanta, as cost clerk. Then he became cashier 
and general office executive of the Standard Oil 
Company, of Georgia. 

But Mr. Respess was not content with the 
prospect of filling a routine business position for 
the rest of his life. He foresaw the great oppor- 
tunities offered by the Accountancy profession, 
and he began to chart out his commercial course 
accordingly. Realizing that theory and practice 
should go hand in hand, he first enrolled in the 
Pace Accountancy Course (by Extension through 
the mails) and kept at his studies till he had com- 
pleted them. 

When well along in his course, he joined the 
staff of Alonzo Richardson & Company, public 
accountants, Atlanta, and remained with them for 
three years, from 1913 till 1916. Here he got 
much valuable experience. 

In 1914, Mr. Respess passed the Georgia State 
C.P.A. examination, receiving his professional de- 
gree. Since 1916, he has been in public Account- 
ancy practice for himself, under the name of 
James L. Respess, public accountant. His busi- 
ness, small at first, has steadily grown, until to- 
day he has a large and satisfied clientéle, with 
prospects of development that are most encour- 
aging. 

Mr. Respess is a member of the Georgia Society 
of Certified Public Accountants and of the Amer- 
ican Institute of Accountants. His professional 
standing is very high, and—what is most impor- 
tant of all—his daily work brings him satisfac- 
tion. What he has accomplished is at least partly 
—as he often says—due to his foresight in taking 
up the Pace Accountancy Course by Extension. 


Paaemaes| ITH} present war-time demand of the 

i) ce) Federal Government for accountants 

‘ii So is the Government’s difficulty in 

} finding them. There are several rea- 

sons for the scarcity of business tech- 

nicians of this type. One reason is that there is a 

bigger demand in the professional practice of Ac- 

countancy and on the part of private business or- 

ganizations than can be readily supplied. And so, 

generally speaking, the accountant who joins the 

forces of the Government is actuated chiefly by 
patriotic motives. 

This is true of many accountants throughout 
the country who, disregarding personal interests, 
have rallied to the Nation’s call. Among these 
men are many Pace graduates, one of whom is 
Max Rudo, C.P.A., who is now connected with the 
Federal Trade Commission, at Washington, in an 
important executive and accounting capacity. 

Mr. Rudo is a young chap—only twenty-six— 
having been born in Russia, in 1892. He was 
brought to this country when a mere youngster, 
his parents settling in Baltimore. Young Rudo 
went through the Baltimore public schools, gradu- 
ating in 1908. Then’ he spent one year at the 
Polytechnic Institute, of Baltimore, and after- 
wards took up special studies, the completion of 
which gave him the equivalent of a full high- 
school education. 
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T one time or an- 
other’ during his 
life, the average 
man is defrauded 
by some one who pretends that 
he is some one else. One of the 
favorite dodges of the crook is 
to borrow the reputation, by 
assuming the name, of a responsible business 

man. Our newspapers frequently contain stories 
of shrewd business men who have been taken in 
by this trick. The law reports are filled with 
cases of mistaken identity, and numerous in- 
stances unquestionably occur which never reach 
the courts. 

One of the several branches of the law in 
which mistaken identity cases arise is the law 
of sales. Goods are turned over to an impostor 
under the impression that they are being sold 
to a responsible business man. Perhaps the im- 
postor has visited the seller, representing him- 
self as the business man in question. Or per- 
haps he may carry out the deception by letter. 
In other cases, he may pretend to be the agent 
of the business man. 

Ordinarily, it is dificult to recover from the 
business man whose name has been assumed. 
There are instances, however, in which a busi- 
ness man surrounds the impostor with the ap- 
pearance of being his agent. Should the busi- 
ness man so act regarding the impostor as to 
give people just cause to believe that the impos- 
tor is his agent, then the loss may be recovered 
from the business man. In most of the cases, 
however, this does not happen, and recovery 
from the business man is impossible. 

There are times when recovery may be had 
against a third person. The impostor may have 
sold the goods to a third person, in which case 
they may be recovered, under certain circum- 
stances, as stolen goods. This is not the case if 
the dealings with the impostor by the original 
seller were such that the title of the goods 
passed to the impostor. 

It is important, then, to inquire as to when 
title to the goods does pass to the impostor. 
This is determined in turn by the question, 
With whom did the seller intend to deal? It 
does not follow that the seller always intends to 
deal with the person whom the pretender repre- 
sents himself to be. He may intend to deal 
with the pretender, even though he is deceived 
as to the identity of the pretender. Should this 
be the case, then title passes to the pretender. 
Otherwise, it does not. The distinction is diffi- 
cult to state, but will be readily understood from 
the consideration of a few cases. 

In one of the New York cases, Walter J. 
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Gwynne represented that he was 
Baldwin J. Gwynne. The repre- 
sentation was made in a business 
interview with a man named 
Phelps. Phelps knew that Baldwin J. Gwynne 
was a responsible business man, of Cleveland, 
Ohio. He sold the impostor, Walter J. Gwynne, 
a large amount of jewelry, believing that he was 
selling to Baldwin J. Gwynne. The impostor, in 
turn, sold this jewelry to D. C. McQuade. Upon 
learning the full facts, Phelps brought an action 
to recover the jewelry from McQuade. 

The court held that the rule regarding the re- 
covery of stolen property by the owner, did not 
apply in this case. Title had passed,.according 
to the ruling, to Walter J. Gwynne. Phelps in- 
tended to deal with Walter J. Gwynne, since his 
interview was with that individual, even though © 
he was deceived as to the impostor’s identity. 
Accordingly, Phelps was not entitled to recover 
the jewelry.—Phelps vs. McQuade, 200 N. Y. 232. 

Let us suppose, under the same facts, that in- 
stead of an interview, a letter signed Baldwin J. 
Gwynne had been sent by the pretender to the 
seller. Upon the strength of this letter, the 
seller sent the goods to the pretender, and the 
pretender, in turn, sold the goods to a third 
party. In this case, the seller could recover . 
from the third party. The reasoning is that the 
seller intended to deal with the individual 
whose name was signed to the letter. Since 
Baldwin J. Gwynne’s name was signed to the 
letter, he was the person with whom the seller 
intended to deal. Accordingly, title could not 
have passed in this case to any other person than 
Baldwin J. Gwynne, and the seller could re- 
cover from the third party. This is so, even 
though the third party is innocent of any wrong- 
doing. 

The third class of cases comprises those in 
which the impostor pretends to be the agent of 
a responsible business man. In these cases, the 
person with whom the seller intends to deal is 
the business man. He is not dealing with the 
business man when he deals with a person who 
pretends to be, and is not, an agent of the busi- 
ness man. Accordingly, title does not pass, and 
the seller can recover from an innocent third 
party if the pretended agent transfers the prop- 
erty. 

In all of these cases, two innocent parties have 
dealt with an impostor. Injury must occur as to 
one of the parties, and in determining which of 
the parties must lose, the question asked is, Did 
the original seller intend to deal with the im- 
postor? If the impostor visits him, and he sees. 
and talks with him, then the impostor is the 
person with whom he intended to deal. In the 
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case of a letter, he intends to deal 
with the person whose name is 
signed. In the case of a pretended 
agent, he intends to deal with the 
principal. It is upon this basis that the re- 
spective rights of the parties are determined. 


COMMON fault of young men and young 

women in business, likely to have legal as 

well as operative disadvantages, is the excessive 

use of abbreviations. Young bookkeepers, stenog- 

raphers, and clerks must be warned constantly 
against the dangers of too much abbreviation. 

The tendency to abbreviate arises from the 
supposition that time is saved. This is correct, 
if the persons who must refer to the record un- 
derstand the abbreviations as thoroughly as 
those making the record. If not, then the time 
saved in making the record is more than coun- 
terbalanced by the time lost in referring to the 
record. Furthermore, every one is familiar with 
the misunderstandings and the errors likely to 
occur, if the meaning of the abbreviation is not 
known. 

In addition to the ordinary dangers of abbre- 
viations, there are certain legal dangers. Abbre- 
viations should be shunned in contracts. Here, 
I am speaking, of contracts in the broad sense, 
and do not merely refer to the formally drawn 
contract. The terms of a contract are often 
determined from a large number of papers 
which show the negotiations of the parties. 
Abbreviations are likely to creep into the lan- 
guage used in these papers, and may, under cer- 
tain circumstances, result in a difference of 
opinion as to the terms of a contract. 

A party to a contract is not always presumed 
to have a knowledge of the meanings of the ab- 
breviations used in the various papers containing 
its terms. Ordinarily, if the abbreviations are 
extensively used and known in the trade, the 
party is presumed to be familiar with them. 
This is also true should the course of dealing as 
between the parties indicate a knowledge of the 
meaning of the abbreviation. In the absence of 
these conditions, either of which might be diffi- 
cult to prove in a law court, a knowledge of the 
meanings of abbreviations is not presumed. 

A typical case in point was that of a railroad 
company, which used a bill of lading on which 
were printed the letters “S. L. & C.” These let- 
ters were intended to mean “Shippers load and 
count,” and to relieve the carrier from liability 
in the case of non-receipt of a part of the goods 
shipped. The court held that the carrier was 
not relieved, and that the shipper was not pre- 
sumed to know the meaning of these letters in 
the absence of proof that he had knowledge of 


Pace STUDENT 


September, 1918 


149 


them, secured in the course of deal- 
ing between the parties —Fender- 
son vs. Lehigh R. R. Co., 163 N. Y. 
A. D. 107. 

Common abbreviations of every-day knowl- 
edge may be used with a degree of safety, but 
the safest course from the standpoint of the law, 
as well as the most satisfactory from the stand- 
point of operation, is to avoid rather than favor 
the use of abbreviations. 


REQUENTLY, the exercise of what is 

known as the legal right of stopping goods 
when in transit saves the seller of goods con- 
siderable loss. It is of advantage to the seller 
of goods to know when he may exercise this 
tight, and how best he may exercise it. It is 
likewise of advantage to know how to avoid the 
loss of the right. A clear understanding of the 
action to be taken in either case may be had 
from a consideration of certain sections of the 
Uniform Sales Act, an act which has been incor- 
porated in the statutes of many of our states. 

Stopping goods in transit, sometimes referred 
to in law as stoppage in transitu, means that, 
under certain circumstances, a shipper of goods 
may have them returned to him before they are 
delivered to the buyer. It is well known that 
the legal title of the goods—that is, the owner- 
ship—passes in most instances to the buyer 
from the time the goods are shipped. In law, 
then, these goods are owned by the buyer, but 
the law provides that the seller may get them 
back by exercising this right of stopping them, 
and the technical legal property right is known 
as a lien. 

In order to exercise the right of stopping 
goods in transit, three conditions are necessary: 
The first is, that the buyer be insolvent; the sec- 
ond, that the goods be in transit; and the third, 
that a negotiable bill of lading has not been 
issued for the goods and endorsed over to an 
innocent person who has paid value for the 
goods. 

Little need be said as to the first of these. 
As to the second, goods are deemed in transit, 
under the Sales Act, from the time they are 
delivered to a carrier until the buyer, or the 
buyer’s agent, takes delivery of them from the 
carrier. They are likewise deemed in transit if 
rejected by the buyer and the carrier is holding 
them, even if the seller has refused to receive 
them back. In other words, the seller may, after 
refusing to receive them back, and upon learn- 
ing of the insolvency of the buyer, exercise his 
right, provided the goods are in the possession 
of the carrier. 

Should the goods have arrived at the destina- 
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HIS Department 
does not publish 
answers to all of 
the questions re- 
ceived, but only to those which 
we deem to be of general inter- 
est to our readers. A communi- 
cation, in order to receive at- 

tention, must contain the name and the address 

of the person asking the question. 


COMPANY buys a plant which has been in 
operation and is in need of considerable re- 
pairing. This repairing is all charged to one ac- 
count, and ultimately carried to the debit of the 
Plant Account, and is not charged to the Profit 
and Loss Account. Is this treatment correct? 
Yes, the treatment is correct. The repair is 
made for the purpose of placing the plant in a 
condition where it could be used by the vendee 
company. Hence, the expenditures were a part 
of the cost of the plant as to that company. 


ILL you kindly answer for me the fol- 
lowing question which was in the last 
New York C.P.A. examination? 

“The Blue Ribbon Jewelry Company takes an 
inventory of stock preparatory to closing the 
books at the end of the year. If called in as 
auditor, how would you treat the deduction by 
the Blue Ribbon Jewelry Company of $15,000 
from the total of its inventory, as representing 
doubtful and uncollectible accounts?” 

Adjustment entries will be necessary, debit- 
ing the Inventory with $15,000, and making simi- 
lar credit to the trading section of the Profit 
and Loss Account, or to such other account of 
like tenor as might be raised in connection with 
the adjustment. A debit would be made to 
Profit and Loss Account, or to the adjustment 
account, of $15,000, and a credit to Reserve for 
Doubtful and Uncollectible Accounts. 

The probability of certain of the Accounts 
Receivable not being collectible in no wise af- 
fects the value of the Inventory. It does affect 
the value of the Accounts Receivable. Accord- 
ingly, in order to show the estimated value of 
the Accounts Receivable, it would be necessary 
to deduct, on the Balance Sheet, the Reserve set 
up from the total of the Accounts Receivable, 
as carried in the books. The Inventory, to be 
shown at its real value, should not be lessened 
by the amount of Accounts Receivable deemed 
uncollectible. 


F a corporation permits its profits to remain 
in the business instead of being distributed, 
would not this result in reducing its Excess- 
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Profits Tax for the next year? By 
this I mean, may it add the undis- 
tributed profit to the invested capi- 
tal for the succeeding year, and by 
increasing its invested capital reduce the per- 
centage which income bears to that capital and 
thus reduce the tax? Would such an action on 
the part of a corporation be construed as an 
evasion of the tax? 

Under the law and decisions as they are now, 
and as they are likely to remain, reduction of 
profits in the manner suggested would have the 
result that you give. There is nothing in the 
law which prevents the adding of accumulated 
profits to surplus, which constitutes a part of 
the invested capital. In this connection, it must 
be borne in mind that the tax law provides for 
a tax of ten per cent. upon net income not dis- 
tributed, and not invested in certain United 
States securities, or in the business, within six 
months after the close of the taxable year. 
More details concerning this latter tax are con- 
tained in the August, 1918, number of The Pace 
Student, Law Department. 

As to the question of evasion, this would de- 
pend upon the intention. If the intention were 
to evade the tax by not distributing the profits, 
it would, of course, constitute an evasion. 


HERE a depreciation reserve includes 

the estimated cost of repairs, would you, 
for balance-sheet purposes, deduct the full 
amount of the reserve from the asset it repre- 
sents, or would you deduct only that part of the 
reserve which represents the wastage, and show 
the remainder on the credit side of the Balance 
Sheet under a separate caption? 

The entire amount of the reserve is ordinarily 
deducted from the asset to which it appertains. 
It would be proper, and in many cases entirely 
practicable, to show the distinction. 


ITH regard to your comments in the July 

number of The Pace Student as to the 
elimination of intercompany profits, I would 
like to ask how you woud treat these inter- 
company sales, expenses, profits and losses, in- 
ventories, etc., in the matter of preparing state 
tax reports, where such separate corporations 
are located in various and several different 
states. Should they not have to be treated with- 
out regard to the holding company? 

This depends upon the tax law. Ordinarily, 
the state tax reports are based on the profit and 
loss outcome, as to the individual companies. 
In the Federal Act, so far as the Income Tax is 
concerned, the returns are made as to the indi- 
vidual companies. Under the Federal Excess- 
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Profits Tax, affiliated companies 
must, under certain circumstances, 
submit a consolidated return. The 
circumstances are in case the par- 
ent company owns 95 per cent. or more of the 
stock of the subsidiaries, and in case the sub- 
sidiaries are engaged in the same or a closely 
related business to that of the parent company. 
A consolidated return is also required should 95 
per cent. or more be owned by the parent com- 
pany, and should the dealings between the com- 
panies affect, arbitrarily, the amount of the in- 
vested capital of any of them (as by arbitrary 
intercompany profits). 


‘The 


INDLY give me the distinction between a 
merger and a consolidation, as used in con- 
nection with corporations. 

Although these two terms are sometimes used 
interchangeably by business men, there is a 
definite distinction at law. According to the 
New York cases which interpret the statutory 
law on the point, a merger consists of a number 
of corporations, still in existence, but associated 
by virtue of the fact that one corporation holds 


- stock ownership of a controlling interest in the 


others. 

A consolidation is where several corporations 
combine by forming a new corporation, the old 
corporations, after the formation of the new 
corporation, being dissolved. 


HAS a promissory note given by B, which 

he presents to B at maturity, but is unable 

to collect. Is B liable for the interest after the 
date of maturity? 

B is liable for interest at the legal rate from 
the date of maturity to the date of payment of 
the note. In the event that there was a suit on 
the note, this interest would be sued for. The 
same rule applies to an open account. After the 
due date in the legal sense, the debtor is liable 
for interest. In the case of an open account, 
however, the payment of interest for the time 
overdue is frequently waived by the creditor. 


ILL you kindly explain to me the dis- 

tinction between single-name paper and 
two-name paper, as used in connection with 
negotiable paper? 

Single-name paper is ordinarily applied to the 
promissory note given by a borrower. In this 
instance, only the name of the borrower appears 
on the note, and, hence, there is recourse only 
to the borrower for the collection of the note. 

Two-name paper is ordinarily applied to notes 
receivable which have been discounted. In other 
words, the creditor, or holder, of the note de- 
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sires to get cash for it. In order to 
get this cash, he must endorse the 
note. There are then on the note the 
name of the original maker and the 
name of the person to whom it was given. This 
is the reason why it is called two-name paper. 


LEASE explain the distinction between 
the verbs “lay” and “lie.” 

These are two entirely different verbs, though 
often confused, because the past tense of “lie” 
is “lay.” The past tense and past participle 
of “lay” are “laid,” the past participle of “lie” 
is “lain.” “Lay” must always have an object, 
“lie” never does have one. Say “He lies down,” 
“He lays the book down,” “He lay down,” “He 
laid the book down,” “He was laid away in his 
grave,” “He has lain all night on the ground.” 


HICH of the following sentences is cor- 
rect? “I do not know if I shall go Sat- 
urday.” “I do not know whether I shall go 
Saturday.” 
The second sentence is correct. Do not use if 
in a subordinate clause in the sense of whether. 


INDLY indicate the correct arrangement of 
the heading and salutation of a letter ad- 
dressed to a firm composed of two individuals. 
The following is correct: 
Messrs. Robinson & Brown, 
36 East 48th Street, 
New York City. 
Gentlemen: 


RITICIZE the following sentence: “Re- 
plying to your letter of July 30th, the 
goods will be shipped immediately.” 

The sentence should read: “Replying to your 
letter of July 30th, we shall be glad to ship the 
goods immediately.” A participle placed at the 
beginning of a sentence must agree with the 
subject of the following clause. 


HAVE been told that the following sentence 
is incorrect: “The accountancy profession is 
as difficult to master if not more difficult than 
any other profession.” Will you comment upon 
this sentence? 
The sentence as it stands is incorrect, because 
a second “as” is omitted from the first part of 
the sentence. The sentence should be written 
in either of the two following ways, the second 
being the preferable form: The accountancy pro- 
fession is as difficult to master as, if not more 
dificult than, any other profession. The ac- 
countancy profession is as difficult as any other 
profession to master, if not more difficult. 
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HESE are the times 
when friends of 
men in the service 
are hearing of their 
promotion. Particularly is this 
true of the men who were mak- 
ing good in business before they 
joined the camps. Unversed in 

military science or in war, these men, as a rule, 

were compelled to accept very subordinate posi- 
tions in the military and naval organizations. 

Step by step they have been advancing, until 

now we hear of most of them being among the 

commissioned officers. This is another, and a 

convincing, proof that the qualities which make 

for success in business make for success in almost 
any kind of effort. It is the cultivation of these 
qualities which explains why many men succeed 
in everything they under- 
take. Mental and physical 
skill developed in one un- 
dertaking contributes to 
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out plannings and testings and 
trials, quantity production can 
never be attained. Big things, after 
all, are the cumulative results of 
little things, which often consume time. Anx- 
iety to reach the bigger things should never 
lure the student from thorough preliminary 
training. At times students want to patch book- 
reading or a little experience into part of a 
course of study. Invariably, like any other 
patchwork, the result is unsatisfactory. Vastly 
better is it for the student to exercise patience, 
strategically to wait during a reasonable period 
of preparation. Patience is one of the traits es- 
sential to grasping the bigger opportunities of life. 


N these days, much is contained in the news- 
papers concerning bribery in business. Fo- 
cusing of public attention 
upon this bribery is apt to 
give the impression that it 
exists more extensively than 
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success in other undertak- 
ings. Practice of the homely 
virtues is, at all times and 
under all circumstances, 
fundamental to true success. 
Rewards are bound to come 
to the man who does his 
duty earnestly and con- 
scientiously. 
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in the past. Asa matter of 
fact, the growing tendency 
has been for years to elimi- 
nate this species of fraud. 
Accountants have played 


not an inconsiderable part . 


in this elimination. Highly 
organized purchase depart- 
ments, with systems of in- 


SUGGESTION box is 
one of the most pro- 
ductive means available for 
stimulating individual initi- 
ative and interestinthe work 
of the organization as a 
whole. At least, many a pro- 
gressive concern so avers. Every up-to-date firm 
is looking for new ideas as to promotion and 
management that will keep down the “overhead” 
and increase the “net profit” result. Very often, 
certain employees all along the line have ideas 
of this sort which are sensible and practical. 
Why let their ideas go to waste because of lack 
of encouragement? Install a suggestion box, 
and keep its efficiency alive by giving full credit 
for every helpful suggestion that is advanced. 
This is one way of lightening the executive load. 


F Marshal Foch, master of the offensive, it 

has been demonstrated that he knows how 
and when to wait. Nor has his waiting been idle 
waiting. Well may it be likened to the waiting 
that must precede quantity production. During 
the tool stage in the production of our war 
equipment, some have been impatient. Yet with- 
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ternal check, have tended to 
minimize it. Along with 
this, there has been a de- 
cided moral improvement in 
the manner of conducting 
business, which has had its 
effect. The bribery  re- 
ferred to now in the news- 
papers is the remnant of an old system which 
was being gradually discarded by modern busi- 
ness. In the old days, much of what is now 
complained of would have been accepted as a 
matter of fact, and would not have been made 
the subject of investigation. In other words, 
the fact that it is being investigated is an indi- 
cation, in itself, of the more moral view which 
is now being taken in business. 


detail, himself, an idea or a plan that he 
wishes me to O.K., before I arrive at any de- 
cision. I never make any comment whatsoever, 
except to aid the employee in stating his idea 
fully and quickly, till he has told me the whole 
story. Then, if the idea is a good one, I 
promptly O.K. it and give him credit for it, say- 
ing in effect in an office memorandum which I 


Briber 
in 
Busine 


“T ALWAYS have an employee explain in full Giving 


Hearin; 
to 
New Id 


: 
: 
| 
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send to the heads of the various 
departments, ‘Mr. Blank has sug- 
gested that, instead of doing thus 
and so, we adopt a different pro- 
cedure, the details of which follow.’ ” 
a successful executive to a friend. 

A good many executives are so pressed for 
time—or, more truthfully, think they are—that 
they are likely to make two mistakes in matters 
of the above nature. First, they are likely to 
pronounce judgment too quickly, without mak- 
ing sure that they are in possession of all the 
facts. Second, they are likely to fail to give 
encouraging credit to the man or the woman 
that thinks out the new idea or plan. In both 
cases, they make a serious mistake, for they un- 
dermine organization morale, and “organization 
morale” is the most effective managerial support 
in attaining the objects of any concern. Give a 
hearing—a full hearing—to the man or the 
woman with a new way of doing old things, and 
don’t begrudge the credit that’s due. You, Mr. 
Manager, don’t need all the limelight. 


So said 


MAN must pay a good price in happiness 
for his education,” recently remarked a 
friend of mine; “for example, consider how 
small trifles amuse uneducated people.” Unfor- 
tunately, my friend was assuming that amuse- 
ment was the basis of happiness. I soon pointed 
out that the educated person could enjoy many 
things which were beyond the uneducated per- 
son. In this connection, I cited an instance of a 
man who said that when he heard music he did 
not like, he immediately concluded that it was 
classical music. 

Too often, we reach the conclusion that the 
uneducated classes are happier than we. Should 
we talk with uneducated persons, we would find 
that they consider that we are happier than 
they. Judged purely from standards of amuse- 
ment, it is possible that the uneducated person 
is more easily amused than the educated. If 
humanity is interesting, if the various countries 
of the world are interesting, if the works of men 
in business are interesting, if art and music are 
interesting, then the more a person learns about 
these things, the more interesting they will be- 
come. To such a person, life itself should be 
more interesting. Education opens up the doors 
to the interesting things in life, and if the edu- 
cated man does not find happiness in life, it is 
due to other causes than his education. 


HAT’S around the corner? We have 

often wondered, all of us, from the days 

of childhood when we played peeking games up 
to now, when we should like to know what fate 
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has in store for us. Curiosity, 
which is a natural part of our men- 
tal make-up, prompts us to ask this 
question, which applies to us as in- 
dividuals and collective units, regardless of dif- 
ferences of age, social station, and business or 
professional achievement. Out of all the specu- 
lation that answering this query gives rise to, 
there stands out at least one consolatory thought 
—Merit usually wins. So instead of fearing that 
what’s around the corner will be disagreeable, 
let’s believe it will be satisfactory and pleasur- 
able, and force it to be so because of our devel- 
oped deserts. 


ORGETTING your business, at appropri- 

ate times, is as desirable as having it fully 
in mind on other occasions. For example, I 
recall a trip that I took up the Hudson with a 
man who was in the coal business. My mind 
was centered upon the beautiful scenery which 
can be observed from the steamer. Occasionally, 
I would point out some particularly scenic spot. 
He would invariably point to the smoke that 
was coming from the stacks of the manufactur- 
ing plants near the edge of the river, remarking 
that such-and-such a plant was burning such- 
and-such a grade of buckwheat. Perhaps there 
was some advantage to him, in a business way, 
to find out what kind of coal was being used by 
the plants situated on the Hudson. I doubt it. 
Of vastly greater advantage would have been his 
enjoying to the full the trip he was making. 
Occasionally the mind needs a rest from the 
cares of business. Then it is that business 
should, and must, be forgotten. If you do not 
want any mental and physical worries to inter- 
fere with your business when you are at work, 
then forget your business when you are at play. 
You owe it to your business, occasionally to for- 
get your business. 


UPPOSE you don’t get the applause you 
think you are entitled to, what of it? Yes, 

I know you have done an exceptionally good 
piece of work just now. I know that you engi- 
neered that deal through to a successful com- 
pletion. I know that you are a wonder as a 
salesman. I know that you are one of the most 
highly regarded accountants on So-and-So’s 
staff. I know a great many more things of the 
same kind about you, whoever you are. But 
remember this: If you are actually or poten- 
tially big—big in vision and in power of achieve- 
ment, you'll find your chief joy in the work that 
you do and in planning out more work still. In 
due time, discerning people will seek you out 
and extend to youa full measure of appreciation. 


Forget 
your 
Business— 
Sometimes 
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IFFERING as it 
does from _ other 
types of insur- 
ance, Workmen’s 
Compensation Insurance calls 
for special treatment in account- 
ing records. As the term sig- 
nifies, this is insurance against 

the statutory liability imposed upon employers 
for injuries to workmen resulting from acci- 
dents happening in the course of the employ- 

ment. 

Many people confuse Workmen’s Compensa- 
tion with Employers’ Liability. There is a 
sharp distinction between the two terms. Under 
the Employers’ Liability Law, the employer is 
liable, ordinarily, for his own negligence, and 
for the negligence of the fellow-servant of the 
injured workman. Some of these laws go a 
trifle further and provide that contributory 
negligence on the part of the workman does not 
entirely prevent redress. Thus it is that Em- 
ployers’ Liability Laws center around accidents 
arising from negligence on the part of the em- 
ployer or the fellow-servants of the workman. 

Workmen’s Compensation Laws, ordinarily, 
compensate the workman for all injuries, except 
those due to his own negligence. If all acci- 
dents were due to the negligence of either the 
employer, the fellow-servant, or the injured 
workman, then there would be practically no 
distinction between the two laws. As a matter 
of fact, the majority of accidents are not trace- 
able to these causes. Foreign countries have 
collected reliable statistical data which demon- 
strate that negligence can not be definitely 
shown on the part of any one in about 70 per 
cent. of the accidents, and estimates have been 
made that the percentage is even higher in this 
country. This is contrary to the common belief, 
but has nevertheless been substantiated in the 
statistics of several foreign countries. Under 
Employers’ Liability, or under the old common 
law, the burden of these accidents fell upon the 
workman; under Workmen’s Compensation 
Laws, the burden of these accidents falls upon 
the employer. 

The Workmen’s Compensation Laws, then, 
practically require the employer to insure his 
workmen against injury. So that the workman 
may be assured of receiving the compensation, 
the statute provides that the employer must 
insure the risk with an insurance company, or, 
in some cases, he may,insure under an insurance 
fund of the state. In some states, the employer 
has the option of insuring in either of these ways 
which is the case in the state of New York. 

In some states, the common-law liability, or 
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the Employers’ Liability statutes, 
or both, continue in force along 
with Workmen’s Compensation. In 
these cases, it is not unusual for 
employers to insure their risks under these 
laws by what is known as Liability Insurance. 
Although there is this distinction between the 
two types of legal obligation and between the 
two types of insurance, the terms are frequently 
used interchangeably in practice. 

The accounting treatment of payments made 
on account of premiums for Workmen’s Com- 
pensation Insurance and Liability Insurance 
differs from the treatment in the books of ac- 
count of payments for premiums on fire insur- 
ance. In the case of fire insurance, the exact 
amount of the premium to be paid is known at 
the time the contract is made. This is not true, 
usually, with Workmen’s Compensation and 
Liability Insurance. In this class of insurance, 
the amount of premium to be paid, ordinarily, 
can not be determined until the end of the 
period covered by the policy. 

Premiums are customarily based upon the 
amount of wages paid to the workman. Rates 
vary according to the class of service performed 
and the nature of the business undertaken. 
Following is a schedule showing the division of 
operations, as provided in the standard form of 
Workmen’s Compensation policy (state of New 
Jersey), issued by a well-known company which 
writes compensation and liability insurance: 


(a) General business operations upon the employ- 
er’s premises, including all operative management and 
superintendence, and all ordinary repairs and upkeep 
of machinery and ordinary repairs to buildings not in- 
cluded in divisions (m) and (n)............ 

(b) Employees engaged in the erection, installa- 
tion, repair, or demonstration of the employer’s prod- 
uct elsewhere than upon the employer’s premises 
herein defined............ 

(c) Executive officers of corporations............ 

(d) Clerical force—exclusively engaged in office 
duties Wines. 


(e) Draughtsmen—office duties exclusively..... as 
(f) Outside salesmen, collectors, and messengers— 
wherever engaged, not delivering goods............ 


(g) Drivers and drivers’ helpers—wherever en- 
gaged, including salesmen, collectors, and messengers 
delivering goods or merchandise using teams........ 

(j) Chauffeurs and chauffeurs’ helpers—wherever en- 
gaged, including salesmen, collectors, and messengers 
delivering goods or merchandise using automobiles 
OP /MOtOTCYClES Ha. ce ese 

(k) Metal stamping—(if separately rated)........ 

(1) Railroad connecting with or entering upon 
tracks of any other railroad—operation and main- 
tenanceryees esabs ss 

(m) Employees engaged in the repair, alteration, 
and construction of buildings, structures, or plants 
(except machinery)........ 2,94 
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(n) Millwrights—erecting, repairing, 
and removing machinery—not included 
in division (a) above.......... 

(o) Blasting operations, including all 
employees engaged in storing, handling, 
or using explosives, including loading, capping, con- 
necting, and firing.......... 

(p) Employees engaged in work of loading and un- 
loading boats, barges, lighters, or floats of any de- 
scription.......... 


Usually, an advance payment is made at the 
beginning of the period covered by the policy. 
The amount of this advance is determined by 
making an estimate of the wages to be paid 
during the period. This estimate may be based 
upon past operations of the insured. Frequently, 
it is made upon a conservative basis, so that in 
many cases the amount of premium earned will 
exceed, by a considerable amount, the advance 
payment made by the insured. 

The actual premium earned is determined at 
the end of the period covered by the policy by 
a representative of the insurance company, who 
is known as a pay-roll auditor. Provision is 
made in the terms of the contract for the exami- 
nation of the pay-rolls and other records of the 
insured by this pay-roll auditor. The program 
of such a pay-roll audit involves the analysis of 
pay-rolls as to wages paid for the various classes 
of services in accordance with the schedule of 
operations covered by the policy. From this 
analysis, a report is prepared and forwarded to 
the office of the insurance company by the pay- 
roll auditor. The facts and figures set forth in 
this report determine whether or not an addi- 
tional charge is to be made to the insured, or 
whether a refund is due him. 

Accountants auditing books, other than the 
pay-roll auditor referred to, as well as those 
having charge of the keeping of the records, 
must have in mind the peculiar characteristics 
of this kind of insurance. Not infrequently, the 
junior accountant is called upon to make such an 
analysis, and should be familiar with the neces- 
sary procedures. 

In preparing a Balance Sheet and Profit and 
Loss Statement for a business, the earned pre- 
mium must be determined by the accountant, in 
order that operations may be charged with the 
proper amount. This is also necessary in order 
to ascertain how much is unearned, if any, 
which amount would be carried in the Balance 
Sheet as a Deferred Charge—that is, an amount 
carried on the asset side, indicating a sum to be 
charged against future operations. It is not 
unusual to find that the earned premium exceeds 
the amount advanced, in which case the excess 
must be shown on the Balance Sheet as an 
Accrued Liability. 
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these facts. The first part of the 
schedule shows the amount of 
weekly pay-rolls, analyzed as to six classifica- 
tions, together with the total. In addition to 
the amounts paid out at the end of each of the 
weeks, it will be noted that there is an accrued 
amount at the end of the year. The second part 
of the schedule is a summary, which analyzes 
the total amount paid and accrued as to each 
class. Opposite each of these totals, the rate at 
$100 is shown, from which are computed the 
amounts in the third column, showing the earned 
premium. In this case, the earned premium was 
$1,980.26. The estimated advance paid was §1,- 
180; accordingly, the earned premium exceeded 
the advance paid by $800.26, which is shown as 
an Accrued Liability. 

At the time of paying out the advance pre- 
mium—$1,180, the entry would probably be 
somewhat in the following form: 


Workmen’s Compensation Insurance . 
HBOn Cash se Rts eee lets tree veh) ait ots 


$1,180 
$1,180 


At the end of the year, it would be necessary to 
bring in the accrued amount, which might be 
done by the following Journal entry: 


Workmen’s Compensation Insurance . $800.26 
To Workmen’s Compensation In- 


surance, Accrued $800.26 


The total in the Workmen’s Compensation 
Insurance Account at this time would be 
charged against the profits. The account, 
“Workmen’s Compensation Insurance, Ac- 
crued,” would remain in the books and would 
be shown in the Balance Sheet on the liability 
side as an’accrued liability. By the time the 
insurance company made the pay-roll audit, 
there would probably be an additional amount 
to be paid, based on salaries paid and accrued 
between the end of the accounting period and 
the end of the period of insurance. Assuming 
the amount is $1,000, the entry would be: 


Workmen’s Compensation Insurance $199.74 
Workmen’s Compensation Insurance, 
Accrued 800.26 


$1,000.00 


eo eee eee see eee eee eee oe 
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Procedures similar to the above would be 
necessary monthly in many establishments. In 
these cases, it is desirable to have a regular 
analysis of the pay-roll made as part of the 
operating activities of the accounting depart- 
ment. Under such circumstances, a sheet ruled 
to show the facts, much after the manner of the 
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Accrued Liability Insurance as at December 31, 1917 


Applying to Pay-rolls from September rst to December 31st 


Total 
Pay-roll 
$ 2,844.25 
3,285.50 
3,360.50 
3,530.00 
3,281.25 
3,102.75 
2,962.50 
2,647.50 
3,108.00 
3,141.75 
3,299.25 
3157-59 
3,043.50 
3,429.00 
3,302.00 
3,522.00 
2,714.25 
1,381.00 


$55,112.50 


Mechanics, helpers, etc. . 


Mechanics, 
Helpers, 
etc. 


$ 1,802.90 
2,155.90 
2,208.40 
2,344.00 
2,135.00 
1,992.20 
1,875.00 
1,625.50 
1,983.90 
2,013.40 
2,164.40 
2,046.00 
1,952.30 
2,280.70 
2,156.60 
2,332.60 
1,686.40 

862.30 


Warehousemen 
Drivers and helpers 


Chauffeurs and helpers . 


Salesmen 


Clerical Force . 


Deduct: estimated advanced premium 


Accrued Liability 
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$55,112.50 


Warehouse Drivers Chauffeurs 
and and 
rat Helpers Helpers 
$ 568.85 75.00 $  9g0.00 
657.10 75.00 90.00 
672.10 75.00 90.00 
706.00 75-00 90.00 
656.25 75.00 90.00 
620.55 75.00 90.00 
592.50 75-00 90.00 
529.50 75.00 90.00 
621.60 75.00 90.00 
628.35 75-00 90.00 
659.85 75.00 90.00 
631.50 75-00 - 90.00 
608.70 75-00 90.00 
685.80 75.00 90.00 
660.40 80.00 95.00 
704.40 80.00 95.00 
542.85 80.00 95.00 
276.20 40.00 47.50 
$11,022.50 $1,330.00 $1,592.50 
SUMMARY 
Pay-roll Rate per $100 
$35,617.50 5.02 
II,022.50 1.38 
1,330.00 1.32 
1,592.50 I.10 
2,370.00 12 
3,180.00 -07 


Sales- 

men 

$ 150.00 
150.00 
150.00 
150.00 
150.00 
150.00 
150.00 
150.00 


150.00 | 


150.00 
125.00 
125.00 
125.00 
110.00 


0 Ce eR EES ee = See a aa SS oS 


$35,617.50 $2,370.00 


Earned 
Premium 


$1,788.00 
152.11 
17.56 
17,52 
2.84 

2.23 


$1,980.26 
I,180.00 


$ 800.26 


Clerical 
Force 
$ 157.50 
pepe 
165.00 
165.00 
175.00 
175.00 
180.00 
177.50 
187.50 
185.00 
185.00 
190.00 
192.50 
187.50 
200.00 


ee 


$3,180.00 


STRONG begin- 
ning—this is one 
of the most use- 
ful principles to 
be borne in mind 
by anybody who 
wishes to write 
any kind of prose 
composition well. 
It is a principle 
that applies to business writing 
with peculiar pertinency. 

Think, for instance, of the let- 
ters, the advertisements, the pub- 
licity folders that have attracted 
your casual glance and then com- 
pelled your attention. You will find 
upon analysis of each example that 
the first few words have challenged 
your interest and impelled you to 
read on further, even though the 
message itself may not have dealt 
with a subject in which you were 
especially interested. 

Ruggedness rather than smooth- 
ness of style is the quality that 
should characterize most business 
communications—especially those 
that aim at arousing interest as a 
preliminary step to arousing the 
desire to purchase. And rugged- 
ness is amply served by adherence 
to the simple rule of beginning 
strongly everything you write and 
all its parts. 

Nouns, which may be either un- 
modified or modified by a telling 
adjective or two, make a good be- 
ginning. So do adjectives and verbs 
under certain conditions. But con- 
junctions and introductory phrases 
of all kinds should usually be 
avoided. The short periodic sen- 
tence is effective—the kind in which 
the sense is suspended till the end. 
Short, declarative, imperative, and 
interrogative sentences almost al- 
ways carry a “punch,” provided 
they deal with either the strikingly 
obvious or the strikingly unfa- 
miliar. 

Note, in illustration of the above 
observations, the following begin- 
nings: 


LETTERS 


Your collection of paintings is 
known to be one of the choicest in 
the country. 

Increasing taxes are imposing a 
heavy burden upon men of affairs. 

Your store is situated upon the 
main road which leads directly to 
the White Mountains. 

Men and women of your class, 
cultured, of good birth and posi- 
tion, the leaders of a nation, are 
starving to death in Poland. 

Can you write sales letters that 
create interest, increase good-will, 
and sell goods? 
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Fifty thousand dollars ($50,000) 
is what you are worth if you earn 
$2,500 a year. 

Our chief aim is to serve our cus- 
tomers with full satisfaction to 
them. 

Thank you for sending us your 
order of July 2oth for one of our 
Duplex Steamer Trunks, size B. 

“Save the extra hours of summer 
daylight” is a slogan that should 
carry a personal message to every 
American citizen. 

It is a very simple thing to make 
a leather belt. 

Cutting letters short saves money 
and produces more business. 


ADVERTISEMENTS 


Do you desire to become an ac- 
countant—a business technician? 

You can convert waste time into 
capacity, position, influence. 

Look yourself over vocationally 
and find the weak spots. 

How do your employers rate 
your ability? 

Every available accountant has 
been drawn into Governmental or 
some other technical employment. 

A noiseless office is an efficient 
office. 

Are you interested in industrial 
management? 

The war-tax law directly or indi- 
rectly affects every one of us. 

What constitutes “trading with 
the enemy”? 

Economy must be practiced with 
judgment. 

This booklet will help you to in- 
crease your sales. 

Warmth without weight charac- 
terizes our fall overcoats. 

Good English is good business. 

Bankers can create new business. 

Keep your liberty bonds. 

How will your securities stand 
the war-tax strain? 


PUBLICITY FOLDERS 


What is your market value in 
business? 

You expect to make 
your life work. 

Taxation has long been a per- 
plexing subject to economists and 
lawyers as well as to laymen. 

Are you poor in English—in the 
kind of English you employ when 
you talk to somebody, when you 
write a letter, or when you dictate 
a report? 

Women have long played a highly 
useful part in business. 


business 
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French is a foreign language 
which has long made a peculiarly 
intimate appeal to English-speak- 
ing nations, and especially to the 
United States. 

A knowledge of conversational 
and written Spanish is a business 
asset of increasing value. 

To succeed, if not to-day, to- 
morrow, or day after to-morrow— 
is not this every normal-minded 
man’s hope and desire? 

The more you know about busi- 
ness, the better equipped you are to 
safeguard your own interests or to 
win success in your chosen work. 

Organized technical knowledge, 
broad perspective, and developed 
reasoning power—these_ three 
things Modern Business demands 
of you if you would advance from a 
routine worker to a director of 
others. 

How to find the right position in 
the right organization is a big prob- 
lem for most young men and wo- 
men, 

You can learn how to talk on 
your feet to others clearly, co- 
herently, and convincingly. 

The letters, advertisements, and 
publicity folders, from which the 
above opening sentences are taken, 
were highly productive—they more 
than fulfilled expectations. Hence, 
the observations made as to the 
most effective ways of beginning 
the presentation of a written mes- 
sage are not without practical value. 


Mr. Rudo then took a course in 
Strayer’s Business College, gradu- 
ating in 1910. The profession of 
Accountancy had long interested 
Mr. Rudo, and he decided to qualify 
for accounting duties that would in- 
sure him a market value. Following 
this purpose, he enrolled in the Bal- 
timore School of Accountancy (Pace 
Courses), and graduated in 1914. 
After three years of technical and 
business experience, Mr. Rudo 
passed the Maryland C.P.A. exami- 
nation, receiving his professional 
degree in 1917. 

Several facts stand out in Mr. 
Rudo’s business career thus far. One 
fact is that a young man with deter- 
mination can secure the C.P.A. de- 
gree at an early age if he is willing 
to pay the price foritinconscientious 
devotion to the proper training. An- 
other fact is that mastery of Ac- 
countancy at once gives one a mar- 
ket value—an asset that Modern 
Business needs and is glad to pur- 
chase. Finally, the accountant is 
able to render his country a distinct 
patriotic service—a fact that Mr. 
Rudo is finding out with satisfaction. 


Biographi- 
cal Snap 
Shots 


(Continued) 


Account- materials for this war. 
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and 
Future 
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Permanent 
Demand 

for 
Accountants 


In other 
parts of the Government, these ac- 
countants are planning the organi- 
zation of those departments con- 
cerned with the business side of 
the war. Instill other departments, 
accountants are advising as to ways 
and means of effecting purchases. 
In France, to-day, there are hun- 
dreds of accountants who are super- 
vising the work of mobilizing and 
moving war munitions and supplies. 
This same demand for accountants 
is found in business. 

“Calls for accountants capable of 
executive work are being constantly 
received by reputable vocational 
agencies. Although it is unusual to 
advertise for this character of 
executive, so great is the demand 
that advertisements appear regu- 
larly. Those who have watched the 
progress of young men in business 
within the past few years can not 
but be impressed with the number 
of Accountancy-trained men who 
have jumped into the higher posts. 
This demand for Accountancy- 
trained men, both by the Govern- 
ment and by the business world, is 
the direct result of the present 
problem of increasing production 
—a problem with which the ac- 
countant is peculiarly familiar. 

“Ts this demand for more produc- 
tion permanent, or will it pass with 
the ceasing of the war? If we are 
to supply the markets of South 
America and of the Orient, opened 
up by our new merchant marine, 
and if we are to help in the rehabil- 
itation of Europe, then we must 
produce. Not only as to foreign 
countries, but as to the needs of 
our own country, will the demands 
for production be urgent. It must 
not be ignored that there is a re- 
construction necessary in America, 
as well as in those countries which 
are the theater of the war. If you 
go into the shops of the street rail- 
way companies, you will find a num- 
ber of cars laid up for repairs. The 
companies are having the greatest 
difficulty in maintaining their equip- 
ment, for the reason that they can 
not get the materials or the men to 
do the current repair work. This is 
a condition prevailing in all manu- 
facturing industries. If you exam- 
ine the statistics of building con- 
struction, you will find that it has 
fallen off tremendously, in spite of 
the fact that there is a normal in- 
crease from year to year of from 
ten to fifteen per cent. With the 
further progress of the war, the 
distinction between essential and 
non-essential industries will be- 
come all the more marked. As to 
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many things, we are running on a 
war basis and getting along the 
best we can with what we have. 
In this, and in every civilized coun- 
try, there must be a tremendous re- 
placement after the present war. 
In order to effect this replacement 
and this reconstruction, the demand 
will be then as insistent as it is now 
for more production. 

“From these facts, three definite 
conclusions may be drawn. First 
of all, the young man who must 
look to business for a living has 
every assurance that business will 
be prosperous for years to come. 
Second, the young man who be- 
lieves that merit, and not chance, 
should determine the rewards of 
business, may be encouraged by the 
trend of business toward a more 
scientific development. Lastly, the 
man who would be a leader in busi- 
ness can get no better training than 
that afforded by the study of Ac- 
countancy, because Accountancy is 
most intimately concerned with the 
big present and future problem of 
business—the problem of more 
production.” 


6s AXIMUM Production in 
Machine Shop and Foun- 
dry,” C. E. Knoeppel, The 
Engineering Magazine, New York. 
The author of this work, C. E. 
Knoeppel, has an intimate knowl- 
edge of shop and foundry condi- 
tions, gained, as the preface to the 
book says, “on the floor.” In ad- 
dition to this experience, he has 
been connected, as specialist in bet- 
terment work, with many well- 
known plants, through association 
with organizations making a spe- 
cialty of production study and ac- 
counting. 

A considerable portion of the 
volume of three hundred and sixty- 
five pages is taken up in a discus- 
sion of the value of correct mana- 
gerial and cost-accounting methods. 
In a discussion of the value of cost 
accounting, the author points out 
very clearly the essentials that are 
necessary in order to secure the 
maximum of production. They are 
(1) securing data; (2) recording 
the data secured; (3) compiling the 
data in convenient shape for ref- 
erence and study; (4) reasoning ap- 
plied to the compilations; (5) con- 
clusions based on the reasoning; 
(6) action in some definite direc- 
tion; (7) results. 
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In a few pages, Mr. Knoeppel 
brings out very clearly the results 
that can be expected from a worth- 
while accounting system. The dif- 
ference between a poor organiza- 
tion and an orderly and efficient 
organization is very clearly defined, 
and is exemplified in a later chap- 
ter, in which the experience of a 
molder in a foundry which is run 
in haphazard fashion is very amus- 
ingly delineated. 

The chapters dealing with foun- 
dry organization and management 
(comprising approximately the lat- 
ter half of the book), including the 
handling of shop details, the re- 
cording of the work, and the obtain- 
ing of the necessary production 
records, are well worth systematic 
study. Mr. Knoeppel attacks the 
problem of production in a machine 
shop or foundry from the attitude 
of the man who desires to get the 
most out of the business, and shows 
that this can best be done through 
the medium of information obtained 
from records, and not through mere 
acquaintance with all of the details 
of operation from day to day. 

To the student of accounting or 
engineering, to the practicing ac- 
countant, to the foundry or ma- 
chine-shop manager, and to the 
management expert, the volume af- 
fords a welcome addition to the lit- 
erature on the subject. 


tion appointed, and should the car- 
rier be holding them for the buyer 
or his agent, they are not in transit, 
even though the buyer has indi- 
cated that they are to be sent to a 
further destination. Likewise, if 
the buyer has demanded the goods, 
and the carrier has wrongfully re- 
fused to deliver them, they are not 
in transit. 

The third condition, that relating 
to a negotiable bill of lading, is an 
important one to remember. A 
negotiable bill of lading is one 
which permits of the transfer of 
the goods by an endorsement of the 
bill of lading. Should the buyer 
have possession of the bill of lad- 
ing and sell the goods to a third 
party, endorsing a negotiable bill 
of lading to that third party, then, 
assuming that the third party is 
innocent of any fraud, the seller 
loses his right of stopping the 
goods. Under the Sales Act, this 
is true, even though the bill of lad- 
ing has been endorsed after the 
seller has notified the railroad com- 
pany to return the goods. Accord- 
ingly, the Act also provides that 
should a negotiable bill of lading 
have been issued respecting the 
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goods, “the carrier shall not be 
obliged to deliver, or justified in 
delivering, the goods to the seller, 
unless such document is first sur- 
rendered for cancelation.” These 
provisions are indicative of the 
difficulties which may attend the 
exercise of this right, should a 
negotiable bill of lading have been 
issued for the shipment. 

Another course of action sug- 
gested by this right is the author- 
ization of agents to exercise it. By 
this I mean, an agent of the seller, 
residing in the same town as the 
buyer, is more apt than the seller to 
know whether or not the buyer has 
become insolvent. Delay may be 
encountered if he communicates 
with the buyer after learning this. 
It is far better that the agent have 
the authority to take it up imme- 
diately with the railroad. The 
courts have held that when agents 
have such authority conferred upon 
them, they may as readily exercise 
the right as the seller. 

The above suggests the means of 
exercising this right. These means 
are to obtain possession of the 
goods, or to notify the carrier that 
the seller has exercised his right of 
stoppage in transitu. When the 
seller has so notified the carrier, it 
is the duty of the carrier to deliver 
the goods to the seller. However, 
the carrier has the right to charge 
the seller with the expenses of the 
delivery, in connection with which 
right he may hold the goods until 
payment is made. 


RANK advice is given to col- 
F lege women in business by 

Mrs. William E. Cramer, 
manager of the Collegiate Alumnae 
Bureau of Occupations, Kansas 
City, Missouri, in Forbes Magazine. 
Many of the remarks seem to apply 
with equal force to college men in 
business. 

“False pride,” says Mrs. Cramer, 
“is the greatest fault with which 
college women have to contend.” 
They should not be afraid that they 
will hold some position beneath 
their dignity. 

Four years of liberal arts, she 
states, should not be regarded as the 
finale, as far as learning is con- 
cerned. Specific training in business 
procedures is advised. A college 
education is only a foundation, upon 
which the girls should build up 
technical training of some sort. 

College women, anticipating busi- 
ness careers, will do well to heed 
this advice by a woman actively en- 
gaged in placing college women in 
business positions. 
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HE Western Electric Com- 
pany, Inc., is one of the latest 
big business concerns to take 

up seriously the matter of edu- 
cating its employees, so as to in- 
crease the efficiency of its person- 
nel. The following outline gives a 
clear idea of the educational plan 
which the Company is about to put 
into effect: 

“The Engineering Department of 
the Western Electric Company, 
Inc., will offer, in September, 1918, 
at least two educational training 
courses to qualified junior male em- 
ployees. As at present arranged, 
these courses will follow two main 
lines of training: (1) experimental 
engineering and (2) drafting and 
design. 

“The aim of this work is to fill 
the posts hitherto largely occupied 
by college-trained men, and to 
enable young men within the or- 
ganization to meet the competition 
of college-trained men without any 
insuperable handicaps. 

“All instruction to be given will 
be of college grade, and will deal 
with the mathematical and physical 
basis of all engineering—especially 
with the engineering aspects of the 
art of communication. Additional 
instruction will relate to econom- 
ics, industrial organization, ac- 
counting, and report-writing. In- 
struction in mechanical drawing 
will begin where previous instruc- 
tion ended. 

“Each of the two courses to be 
offered will be of three years’ 
length, with instruction given nine 
months of each year. Each year is 
to be divided into three terms, of 
thirteen weeks each, and actual 
class instruction will be given from 
five to six hours a week. 

“Supplementary instruction in the 
summer will be offered in drafting 
and laboratory manipulation. 

“All such instruction is to be 
given on Company time, within 
regular hours; but all outside prep- 
aration connected with the work 
must be done by the individual on 
his own time. 

“The only expense to employees 
taking these courses will be the pur- 
chase of standard text-books and 
serviceable drawing instruments. 

“In order to be eligible for either 
of these courses, an employee must 
have graduated from high school, 
or must have proof of his pro- 
ficiency in arithmetic, algebra, plane 
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and solid geometry, and elementary 
physics. He should preferably have 
had instruction in mechanical draw- 
ing. He should also be able to 
write clear and correct English. 

“Both courses outlined above 
will be given in September, 1918, 
and will be repeated in December, 
1918, and in March, i919. Em- 
ployees failing to qualify for the 
September courses may enter in 
December or in March, provided 
they have by that time fulfilled the 
necessary requirements for admis- 
sion. 

“If a sufficient number of men 
with training in advance of high- 
school grade, who desire to take 
either course, are secured, an ad- 
vanced class may be organized to 
complete the course in two years. 
Additional bulletins will be issued 
as plans mature.” 


schedule shown, could be placed in 
the Ledger. These sheets are con- 
veniently placed in the Ledger sheet 
containing the account, ‘“Work- 
men’s Compensation Insurance.” 

Thus it is that in the analysis fre- 
quently necessitated in an audit, in 
the operation of book records, and 
in the construction of accounts, the 
accompanying schedule is sugges- 
tive. As has been indicated, the 
classifications are ascertained from 
the policy, and, ordinarily, the anal- 
ysis is made according to the pay- 
roll payments, from week to week, 
bi-weekly, or monthly, as the case 
may be. It is with these three ob- 
jectives in mind that the student 
should study the schedule. 


SERIES of articles was re- 

cently concluded in Forbes 

Magazine on “The Best Em- 
ployer in America.” Each of these 
articles was written by an employee 
of the employer concerning whom 
he wrote. Practically every repre- 
sentative organization in America 
was entered in the contest. The 
most significant fact about all of 
the contributions was that the size 
of the pay envelope was a secondary 
consideration. It was shown that 
the qualities most appreciated in an 
employer centered around a human 
interest in the welfare of his em- 
ployees. Practically every writer 
pointed out the improvement in 
morale and in efficiency which re- 
sulted from this human interest. 
The success of the organizations 
named and their standing in the 
business world was, in itself, an at- 
testation of the advisability of close 
attention to the human factor in 
production. 
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MISS FLORENCE S. FITHIAN, 
Pace Institute, has accepted a posi- 
tion as bookkeeper with the Com- 
mercial Acetylene Supply Company, 
having resigned her position with 
the Pacific Phonograph Company, 
of Seattle, Washington. 


LESTER BARNETT, until re- 
cently connected with the Pace 
Agency for Placements, Inc., has 
been transferred to the Public Ac- 
counting Department of Pace & 
Pace, and B. J. CARPENTER has 
taken his place in the Agency. 


E. C. KNUDSON, Brooklyn In- 
stitute of Accountancy (Pace 
Courses), has received his commis- 
sion as assistant paymaster in the 
United States Navy. 


T. KELLEY BACK, graduate of 
the Pace Courses in Washington, 
D. C., after graduating from the 
Officers’ Training Corps, Camp 
Devens, Mass., has received his 
commission as second lieutenant in 
the National Army. 
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CHARLES H. VASOLL, Brooklyn 
Institute of Accountancy (Pace 
Courses), has received his commis- 
sion as assistant paymaster in the 
United States Navy. 


JOSEPH GILL, Pace Institute, 
New York, who has been an asso- 
ciate member of the American In- 
stitute of Accountants, was ad- 
vanced to member, after the last 
examination. 


WILLIAM R. BROPHY, a student 
at Pace Institute, New York, has 
been appointed accountant for the 
platinum section, War Industries 
Board, Washington, D. C. 


A. L. PHILBRICK, Pace Institute, 
New York, who has been an asso- 
ciate member of the American In- 
stitute of Accountants, was ad- 
vanced to member, after the last 
examination. 


BENJAMIN ALK, Pace Institute, 
is now a corporal in the National 
Army. Immediately upon his join- 
ing the camp, he was designated for 
the Officers’ Training School, but 
did not completely pass the physical 
examination. There is strong prob- 
ability, however, that Mr. Alk will 
receive a commission in the Quar- 
termaster’s Department. 


HOLLIS, TILTON & PORTE, 
public accountants, have removed 
to suite 1364-1368 Penobscot Build- 
ing, Detroit, Michigan. Mr. Fred- 
eric A. Tilton of this firm is the 
Special Counselor of the Detroit 
Institute of Technology (Pace 
Courses). 


LEONARD V. CLOSTERMAN, 
Pace Institute, has severed his con- 
nection with the Rubberset Com- 
pany, of Newark, New Jersey, to 
accept an executive position with 
Henry Moss & Company. 


FRED G. EASTLAND, Extension 
student of the Pace Courses, has 
joined the National Army. 


“The Nation needs trained men 


and women in ever increasing numbers during 
war times. Our educational work must not slacken.’’—Excerpt from the 
address of a prominent Government official. 


Pace Institute is now organizing evening classes in the following subjects, all of which 
have a war-time significance: 


Accountancy—a professional course giving tech- 


English for Business—a course that gives practi- 


nical preparation for the C.P.A. degree of any state. 

Business Administration —a course presenting 
Business as a science, and training men and women 
to develop their executive potentialities. 

Shorter Accounting Course for Women—a course 
which prepares women to take charge of bookkeeping and 
simple accounting records, and act as office executives. 

Public Speaking —a course that trains men and 
women to speak to others effectively under the ordi- 
nary conditions of business or social life. 


cal instruction in grammar, sentence structure, para- 
graph building, vocabulary enlargement, and letter 
and report writing. 

Secretarial Training —a course that gives training 
in the manifold requirements exacted of the efficient 
private secretary. 

French and Spanish—courses that give training 
in both the conversational and the grammatical as- 
pects of these two languages, with special reference 
to business needs and demands. 


The courses in Accountancy, Business Administration, and English may be taken by Extension through the mail. 
Descriptive folders of each of the above courses are available upon request—also tickets of admission to various 


opening lectures. 


Address or telephone (Cortlandt, 1465): 


Pace & Pace 


WASHINGTON 
1004 F Street, N.W. 


NEW YORK 
Hudson Terminal, 30 Church Street 


BOSTON 
Tremont Temple 
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PPRECIATION of organiza- 
tion essentials, of the advan- 
tages of the discipline of team- 
work, is among the by-products 
of this war. This appreciation 
minimizes the danger of anarch- 
istic doctrines disguised under 
the name of “Socialism.” Its 
outgrowth will be a greater industrial democracy 
and a less radical socialism. This seemingly 
paradoxical conclusion is reached by reason of 
the attitude of the public 
mind toward discipline, or- 
ganized action, and leader- 
ship. 

People are learning the 
advantages of organization 
discipline. No longer do 
they regard discipline as the 
necessary complement of 
fear or compulsion. Disci- 
pline is being admired, so 
to speak, for discipline’s 
sake. In this sense, it loses 
association with a particu- 
lar individual or group of 
individuals and is recog- 
nized as a necessity to the 
common welfare. 

People now, more than 
ever, conduct themselves 
_ ona basis of self-discipline. 
Voluntarily and purely from the sense of patri- 
otic duty, they follow, for the common good, 
suggestions and recommendations of Govern- 
ment boards and commissions. They realize 
that these things must be done by organ- 
ized effort, and are willing to exercise the dis- 
cipline over themselves to have them done. 
Thus the value of discipline for the sake of the 
~~ ¥6od that flows out of discipline is being deeply 
impressed upon the public mind. 

The citizen who must stay at home is natur- 
ally impressed with the tremendous advantages 
of organized effort in caring for the incidental 
wants of our soldiers. Organizations give the 
patriotic man and woman an opportunity to ex- 
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press patriotism in a practical and helpful way. Djisci- 
Haphazard, spasmodic impulses toward gener- pline 


osity are organized into definite avenues of help- 
fulness. These organizations impress the citi- 
zen with the possibilities which may be achieved 
by an organized effort toward a definite objec- 
tive. 

Thus far I have avoided mention of the effect 
of military training upon both discipline and 
organization. Men to whom discipline seemed 
onerous find its value after entering military 
service. To their surprise 
it is not nearly so onerous 
as they expected, and in the 
case of the self-respecting 
soldier, discipline becomes 
a friend. Success or fail- 
ure, life or death, he finds, 
may be contingent upon the 
presence or absence of dis- 
cipline. It is to be expected 
that he will carry back with 
him to the business organi- 
zation, at the end of this 
war, an abiding regard for 
the advantages of disci- 
pline. 

Nor can one in military 
service long ignore many of 
the salient features of scien- 
tific organization. Grada- 
tions of authority are 
deeply impressed upon the mind. Nor are these 
gradations impressed arbitrarily; their neces- 
sity crops out as a prerequisite to any definite 
action. The disadvantages of going over the 
“head” of an immediate superior; the advantage 
of a clear conception of the authority and juris- 
diction of a department or an individual; the 
necessity of not having duties overlap and of 
yet having everything taken care of—all these 
will be schooled into our soldier boys. This 
military training is a practical education in all 
of the vital elements which go to make up effec- 
tive organization. 

Liking for discipline andeappreciation of or- 
ganization procedures will result in a recogni- 
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tion of the need for competent 
leadership. Can any one follow 
the beneficent results of unified 
command for the Allied armies 
without being impressed with the tremendous 
value to the world of a competent leader? Dur- 
ing peace times, leaders in business may gain 
in personal wealth from their leadership, but if 
their leadership be unsullied by an utter disre- 
gard for the ethics of business, the community 
gains more than do they. Leaders can be culti- 
vated only by giving suitable rewards, in honor, 
prestige, or wealth, to those who are capable of 
leadership. 

Sham leadership—that is, leadership by the 
incompetent, will be the more apparent and the 
less deceitful by reason of our war education. 
Instances have occurred wherein peace-time 
leaders proved incompetent for the emergency 
necessities of war. Inefficiency in leadership 
has been bared, while the essentials which go 
to make up competent leadership have been 
brought into prominence. Accordingly, it may 
be expected that merit will govern the selection 
of leaders in industry and in government after 
the war. 

Whether the man be in uniform, or whether 
he be following civilian pursuits, the general 
characteristics essential to leadership are being 
brought to his attention day by day. He can 
not read the lives of the men who are becoming 
famous during this struggle without learning 
of those homely virtues which are often the 
basis for success in leadership. Nor can he 
study the type of men who are contributing to 
the scientific leadership of the business side of 
the war without gaining some idea of the value 
of definite, technical training in modern busi- 
ness. Discipline, organization, and leadership are 
the subjects of a curriculum from which the pub- 
lic, and from which the ambitious young man, 
may gain an education of value in the big busi- 
ness development which awaits us after this war. 


TUDENTS may acquire, while studying Ac- 
countancy, the ability to use clear, concise 
English. This ability is an asset of no mean 
worth to the accountant or business executive 
who must frequently issue orders, instructions, 
or regulations. Written work affords opportu- 
nity for this training to the student. If the stu- 
dent always strives to frame his answer so that 
it can not be misconstrued, so that there is noth- 
ing in it which is doubtful, so that it is clear 
to any one who may read it—he will have ac- 
complished much to attain this desired end. 
Illustrative of th@point are two answers given 
in written work to the question, “Describe an 
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improved system of recording 
petty-cash transactions. Give il- 
lustrative entries to cover final ac- 
counting of petty-cash cashier, in 
which he turns over vouchers for expense and 
property disbursements and the remaining cash 
balance.” One of these answers would be un- 


derstood only by an accountant; the other is 


comprehensible to the average person. 

The answer which lacks clear expression 
reads: “The Imprest, or advance, system of 
handling petty-cash transactions consists of ad- 
vancing a certain sum to the petty cashier to 
cover a certain period—a week, for instance; at 
the end of the period, the petty cashier hands 
his transaction vouchers to be approved by one 
in authority, and is thereupon reimbursed for 
the amount he has spent, which brings his cash 
on hand up to the original amount advanced. 


To Sundries (John Doe).......... 
By Final Settlement Petty 
Cash—Expense ............. $15.00 
By Cash Turned Over ........ 10.00 


$25.00 


Compare the foregoing with the following: 
“The improved system of recording petty-cash 
transactions is the Imprest System. In this 
system, an advance is made to the petty cashier 
for the estimated amount of petty disburse- 
ments for a week or other convenient period of 
time. A check for the amount is drawn in favor 
of the petty cashier. An account to such cashier 
is opened in the Ledger. Theamountofthecheck 
is debited to this account and credited to Cash. 

“At the end of the week, the petty cashier 
presents a detailed statement of the disburse- 
ments during the week. A check is drawn for 
the exact amount of this statement and given 
to the cashier to reimburse him. An entry is 
made debiting Expense and crediting Cash. 
This proceeding is repeated until the time for 
final settlement arrives. 

“In the final settlement, the petty cashier pre- 
sents the detailed statement of disbursements 
and turns over the balance of cash on hand. Up 
to this time, the original advance stood as a 
charge against the petty cashier. Now his ac- 
count is credited with the amount to offset the 
advance, and debits are entered on the Expense 
Account for the amount of the statement, and 
on the Cash Account for cash turned over. 


Sundries to W. J. Milne (Petty Cashier) $50.00 
For final settlement of petty cash 
fund, as under: 
Expense (per statement) Dis- 
bursements for Final Week. . .$37.00 
Cash Balance Turned Over..... 13.00 
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aIANY graduates of the Pace Account- 
h]| ancy Course, and many who have not 
yet completed the course, have en- 

4) tered the service of our Country in 
g Yi] a technical capacity. Their training, 
i] supported in many cases by broad 
accounting and executive experience, has enabled 
them to render a most useful service to the Fed- 
eral Government. The demand for Pace men and 
women has consequently been far greater than 
the available supply. 

John Helmus, C.P.A., is one Pace graduate who 
comes to mind in this connection. He is now ac- 
countant-in-charge of the cost accounting branch, 
accounting section, Ordnance Department, with 
headquarters at Madison, Wisconsin, having been 
appointed to this important position in Decem- 
ber, 1917, when he was only twenty-six years old. 

Mr. Helmus was born in Brooklyn, N. Y., in 
1891. He graduated from Manual Training High 
School, in 1910, and then decided to enter busi- 
ness. His first job was as a messenger with the 
National Bank of Commerce, New York. After 
five months, he secured a clerical position with 
Budde & Westermann, New York, where he re- 
mained for four years. 

In the meantime, Mr. Helmus had been study- 
ing Accountancy and allied subjects, devoting 
practically all his spare time to his studies, with 
the result that he was graduated from the Brook- 
lyn Institute of Accountancy, in 1915, with a most 
creditable record. 

Having made up his mind to follow the profes- 
sion of Accountancy, he joined the public account- 
ing staff of S. D. Leidesdorf & Co., in 1915, as a 
junior, and remained with the firm till 1917. He 
then resigned his position in order to become 
accountant and office manager of the Englander 
Spring Bed Company (New York and Chicago). 
This position he gave up in order to enter Gov- 
ernment service. 

While Mr. Helmus was with Messrs. Leidesdorf 
& Co., he passed the New York state C.P.A. ex- 
amination, receiving his professional degree in 
June, 1916, at the early age of twenty-five. Mr. 
Helmus has also found time to prepare himself 
for successful work as a teacher. He holds a 
license to teach bookkeeping in the New York 
City evening schools, and has taught this subject 
for two school years. 

Mr. Helmus has already won success—forced 
it because of his mental resourcefulness, his en- 
ergy, and his ability to set high goals of achieve- 
ment and to keep his gaze fixed on them. 


m|AYMOND C. REIK, C.P.A., is an- 
eekly \ other Pace graduate who is giving 

7ze| Uncle Sam the benefit of his technical 
f\ training and experience. Mr. Reik 
4) has been commissioned a first lieuten- 
gj) ant in the aviation section of the Sig- 
nal Reserve Corps. He has been assigned to the 
accounts department, finance division, Bureau of 
Aircraft Production, as auditor of public vouchers 
under cost-plus contracts. 

Mr. Reik was born in Frederica, Delaware, 
thirty-two years ago. He graduated from the 
Frederica High School, and then took a course 
at Bryant & Stratton’s Business College, in Balti- 
more. Realizing that a knowledge of law is an 


% 
¥3 
v 


| 
| 


Biographical Snap Shots 
Men Who Have Made Good 


asset to a business man, he spent four years at 
the University of Maryland, studying law at night, 
and received the degree of LL.B. in 1909. Mr. 
Reik then took up the Pace Course in Account- 
ancy at the Baltimore Institute of Accountancy, 
and received his certificate of graduation in 1915. 
In the same year he passed the Maryland state 
examinations for C.P.A., and was given his pro- 
fessional degree. 

Mr. Reik’s business career has been a steady 
series of upward steps. From igor till 1902, he 
was a bookkeeper for Alexander Kerr Brothers 
& Co., salt importers. He then entered the em- 
ploy of the controller of the treasury of the state 
of Maryland, acting as chief clerk from 1904 till 
1915. This position he resigned in order to accept 
a position as senior accountant on the Baltimore 
staff of Haskins & Sells, with whom he was as- 
sociated till he entered military service. 

Mr. Reik is a member of the Maryland C.P.A. 
Society, being vice-president from 1917 till 1918, 
and he is an associate member of the American 
Institute of Accountants. Mr. Reik is also a 
member of the Maryland Bar, having been ad- 
mitted in 1909. 

Summarizing comment upon Mr. Reik’s business 
advancement is superfluous. The facts speak for 
themselves. He realized the necessity of securing 
technical training, and he secured that training. 
To-day, his services are in high demand, and he 
gladly gives his Country first call upon them. 


<4] HENRY HIRSCHMANN, a Pace 
graduate, is now assistant adjutant 
at Fort Totten, N. Y. When the 


out. We in the office of Pace & Pace who knew 
him so well will not be at all surprised to hear 
the news of further promotions for him. 
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Capital 
Stock 
Tax 


HE requirement that 
all corporations 
| must submit a re- 
turn as to the Capi- 
mj| tal Stock Tax has aroused con- 
MMT siderable interest in this tax. 
vale! 11S 4 5 

Only those organizations the 
fair value of whose capital 
stock is in excess of ninety-nine thousand dol- 
lars are subject to the tax. The tax is upon 
“doing business” between July first each year 
and June thirtieth of the succeeding year. 

In addition to corporations, as such, organi- 
zations in the “twilight zone” are included. It 
seems that so long as the organization does not 
have perpetual succession, and is not capable of 
taking title to real estate and suing in the com- 
mon name, it is not subject to the tax. Limited 
partnerships organized under the New York 
law are not subject, since these attributes are 
not possessed by such organizations. On the 
other hand, Pennsylvania partnerships are in- 
cluded, as are joint-stock associations, Massa- 
chusetts trusts, and any other forms of profit 
organizations having these attributes. 

There is a distinction drawn between mere 
ownership of property and “doing business.” 
If the activities of the business extend only to 
owning and holding property and distributing 
its income, then it is not “doing business.” But, 
if the corporation must maintain an organiza- 
tion, and obtains its income as a result of the 
operating effort of that organization, then it is 
“doing business.” 

The tax is at the rate of fifty cents on each 
full thousand dollars on the fair value of the 
capital stock in excess of ninety-nine thousand 
dollars. “Fair value” is determined from book 
value, from market values, or from capitalizing 
earnings, whichever is the highest. 

The form provides for three exhibits, each of 
which must be filled out, and each of which con- 
templates finding the value of the stock upon 
one of the three bases mentioned. The first of 
these has to do with book value. A balance 
sheet is contained in this exhibit, which should 
be as at the close of the fiscal year of the cor- 
poration. Provision is contained in a column 
for adjusting the values to their “fair value.” 
The book value of the stock, after the adjust- 
ments, is stated as the last item in the exhibit. 

The second exhibit has to do with the market 
value. Provision is made for inserting prices 
quoted on recognized stock exchanges, by 
months, for the past twelve months. The mean 
of the highest price bid in each month and the 
lowest price bid is determined, from which the 
average for the year is computed. Should the 
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tax-payer prefer, the average may 
be based on daily quotations. If 
the stock is not listed on an ex- 
change, the prices at which there 
were outside sales of the stock may be reported. 
In this case, the number of shares involved and 
the conditions under which the sales were made 
must accompany the return. Sales to employees 
or directors for qualifying purposes, or sales 
restricted as to resale, or sales at prices other- 
wise specially influenced may not be included. 

The third exhibit provides for capitalizing in- 
come for five fiscal years, or as many years as 
the corporation has been in business. Certain 
adjustments specified in the instructions may 
be made as to the income of each year, after 
which the average income for the periods is de- 
termined. The income is capitalized by using 
a percentage selected by the tax-payer, which 
must be representative of the percentage of 
earnings in like organizations. For example, if 
the average income of the corporation is fifty 
thousand dollars for the years named, and the 
estimated rate of income in like organizations 
is ten per cent., ten would be divided into the 
fifty thousand dollars. The result obtained— 
five thousand dollars—would be multiplied by 


one hundred, giving five hundred thousand dol-’ 


lars as the amount of capital determined from 
capitalizing income. 

Whichever is the highest value of the capital, 
as determined by any of these exhibits, is the 
value upon which the tax is based. As before 
stated, the amount by which this exceeds 
ninety-nine thousand dollars is taxable at the 
rate of fifty cents for each thousand dollars. 


RTICLES purchased on an _ instalment 
basis are sometimes damaged or destroyed 
before being paid for. These articles are ordi- 
narily sold under a contract which provides that 
the seller shall retain title to the articles until 
payments have been made. If the loss has been 
caused by the negligence or fault of either party, 
then the party at fault is the loser. It is when 
the loss or damage can not be attributed to either 
party that most of the questions arise. 
Ordinarily, the rule is that the person who 
has title to the goods is the one who loses in the 
event of their destruction. So it is that if goods 
are shipped and title has not passed to the buyer, 
the seller usually bears the loss. The excep- 
tion to this rule applies with equal force to 
goods shipped as to articles which are sold on 
an instalment basis. 
The exception may be stated to be that where 
title has been retained purely for the purpose 
of securing payment, and the goods have been 
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,aw De- transferred from the possession of 
artment the seller, the seller must bear the 
ntinued) subsequent loss. 
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For example, if 
goods are sent under a bill of lad- 
ing with sight-draft attached, the buyer can not 


get the bill of lading until he pays the sight- 


draft, which is ordinarily done at a bank in his 
city. Until the sight-draft is paid, the title to 
the goods is in the vendor or the bank. But 
the courts hold that title is retained only for 
purposes of payment, and that the seller should 
bear the loss of the goods in transit. The rea- 
soning of the early English courts on this point 
was that the buyer had induced the seller to 
part with the possession of the goods and to 
subject them to the risks of transportation, and 
having caused the seller to do so, should bear 
any loss incident to the seller’s parting with the 
goods. 

The same ruling applies in the case of most 
contracts on the instalment basis. In one form 
or another, these contracts may provide that 
the seller shall retain title until payments are 
made. This retention of title is then solely for 
_ the purpose of securing payment. Accordingly, 
if the goods are damaged or destroyed, without 
fault of either party, after the seller has given up 
his possession, then the buyer must bear the loss. 

For the sake of simplicity, I have stated the 
rule as being based upon the giving up of pos- 
session. Perhaps the rule would be better stated 
as creating the buyer’s liability from the time 
the title would have passed, if not retained for 
payment purposes. The reason for this change 
is that sometimes the buyer allows the goods to 
remain in the possession of the seller, and 
specially requests that the seller hold them. In 
these instances, it has been held that if there is 
a destruction of the goods, without fault of the 
seller, then the buyer must lose. It follows, of 
course, that any unpaid instalments must be 
paid. 
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that the salary of any teacher who 
had entered, or who might in the 
future enter, military service would 
be continued during the period of 
the military service. After the circular was 
issued, one of the teachers entered military 
service. The board declined to abide by the 
circular. The teacher instituted suit on the 
ground that there was a binding contract upon 
the part of the school board to pay the salary. 

The school board defended on the ground that 
there was no consideration. It was argued that 
no value had been received by the board, in the 
way of service or otherwise, from the teacher. 
Another argument advanced by the defense was 
that this was a mere generous offer of a gift, 
and like any other offer of a gift might be re- 
voked at will. 

Answering the first of these arguments, the 
court held that it was not necessary for the 
board to receive value. On the strength of the 
promise made, the teacher had undergone the 
income risks of military service and this, in 
itself, was sufficient. Upon somewhat similar 
grounds, the second argument—that of a gener- 
ous offer, was rejected. The offer was made, 
according to the court, to encourage school- 
teachers to enter the military service, and, act- 
ing upon this encouragement and inducement, 
the school-teacher had entered the service. 
Hence, there was a valid consideration for the 
promise in spite of the fact that the board re- 
ceived nothing of value. 

In the above case, it is apparent that there 
must be a distinction made between a promise, 
supported by a valid consideration, and a gen- 
erous offer. If the promise is made with the 
idea of inducing a person to undertake action 
which will cause trouble or prejudice, then it is, 
ordinarily, a transaction susceptible to being 
made a binding contract. 

Another distinction which must be made is 


: that between such contracts and gambling con- 


asidera- RECENT English case illustrates one of tracts. For example, in a certain case, an offer 
tion for the difficult points to students on the sub- was made to an individual of five thousand dol- 
mracts ject of “Consideration for Contracts.” Not in- lars if he would cut off his leg. After he cut 


off his leg, he demanded the five thousand dol- 


ba frequently, the student does not readily grasp 


how there may be consideration in a contract, 
if value is not received by the person making 
the promise. Another contingency upon which 
there may be a valuable consideration is in case 
some trouble or prejudice is suffered by the 
person to whom the promise is made. It is this 
latter phase of consideration which the case 
referred to illustrates. 

The facts in the case are simple. A school 
board issued a circular to the several school- 
teachers in the district. This circular stated 


lars, which was refused, and suit was brought. 
The court ruled that this was not a binding con- 
tract, because it was a gambling transaction; 
that it was a “dare” or “bet,” and that it would be 
against public policy to enforce it as a contract. 

The above cases are illustrative of the rule 
that trouble or prejudice suffered by the prom- 
isee is a valuable consideration. In practice, 
however, it is sometimes advisable in instances 
of this character to have a nominal considera- 
tion pass to the promisor. 
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HIS Department 
does not publish 
answers to all of 
the questions re- 
ceived, but only to those which 
we deem to be of general inter- 
est to our readers. A communi- 
cation, in order to receive at- 

tention, must contain the name and the address 

of the person asking the question. 


S I understand it, there are two methods of 
treating Bad Debts. The first is to charge 
the Profit and Loss Account with an estimated 
percentage of Accounts Receivable, and to credit 
Reserve for Bad Debts, all bad debts written 
off being charged to the reserve. The second 
method is to close out all bad debts into an ac- 
count with that title, which is closed out into 
Profit and Loss. An adjusting entry is then 
made to bring the amount of the reserve up to 
the required amount, the adjusting entry repre- 
senting the net accretion to the reserve, assum- 
ing that there is a further accretion. In the last 
method, as I understand it, the addition to the 
reserve is treated as an appropriation out of 
the net profit for the period in the Profit and 
Loss Statement. Kindly let me know which of 
these methods is considered the better. 

In order that the two methods may be fixed in 
mind, the following facts and entries may be 
assumed. At the end of 1916, the Reserve for 
Bad Debts is $4,000. During the year 1917, 
$2,800 is charged off for uncollectable accounts. 
At the end of 1917, it is estimated that the re- 
serve should total $4,200. Under the first 
method the entries would be: 


RESERVE FOR BAD DEBTS. .$2,800 


To ACCOUNTS RECEIVABLE $2,800 
PROFIT |AND'LOSS 7 00a 02 ae 3,000 
To RESERVE FOR BAD 
POE BS (ihe) oN a ig 3,000 


Under the second method the entries would be: 


BAD DEBTS yet oc eee $2,800 

To ACCOUNTS RECEIVABLE $2,800 
PROFITIAND EQSS ee oat 2,800 

LO BADIDEBT Swi cle (omits 2,800 
PROBITUANDILOSS ie ualoly s) 200 


To RESERVE FOR BAD 


DEBTS 200 


eee ePeo ee oe ee woe ee wee eee 


The first of these methods is the one more 
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generally used in commerce. The 
second has certain advantages. 
These advantages are that the 
amount of bad debts charged off 
each year is shown in a distinctive account, and 
that the charge to the reserve represents the 
net increase in the reserve and not, as in the first 
instance, the net increase plus the amount 
charged off. The first method has the account- 
ing advantage of showing in one account the 
amount estimated as loss on one side and the 
actual losses on the other side, thus affording 
a comparison between what was estimated and 
what was actually charged off. If, under this 
first method, it is desired to find the total of 
bad debts charged off, ordinarily the total deb- 
its to the account in the period will give the 
amount. This amount may, in the Profit and 
Loss Statement, be so displayed as to give all 
desired information regarding the amount 
that was charged off. 

The propriety of treating the accretion to the 
reserve in the second instance as an appropria- 
tion of net profit may be questioned. The Re- 
serve for Bad Debts must be deducted from the 
Accounts Receivable to ascertain the estimated 
actual value of these accounts. Accordingly, 
there is not on the asset side any amount rep- 
resenting actual asset value to the extent of 
the additional reserve set up, a condition which 
is essential if the addition be deemed an ap- 
propriation of profit—that is, an amount of 
profit retained in the business. 


SHOULD be glad to have the following 

question answered; I have finished semes- 
ters A and B. I have never been employed on 
any bookkeeping work, however. I am ambi- 
tious to become an accountant, and from the 
studying I believe that I would enjoy the work. 
What methods can you suggest as the best for 
me to use in trying to break into accounting 
when I have finished the five semesters? 

Under circumstances such as yours, it is not 
advisable, ordinarily, to await the completion 
of the five semesters. Having completed semes- 
ters A and B, you are in a position to be of 
service either to public accountants or to busi- 
ness houses. It is a certainty that without ex- 
perience you can not hope to command a very 
high compensation, so that completion of the 
five semesters, instead of the two, does not neces- 
sarily mean a higher initial compensation. Or- 
dinarily, you might get more, but the amount 
would be relatively small. You may learn of 
openings through newspaper advertisements, 
through reputable employment agencies, 
through your associates, or you may devote a 
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week or two to a definite investiga- The 
tion. Quite frequently, students 
come to New York and spend a 
week or so in looking over the field, 
visiting various accountants’ offices and getting 
in touch with possible openings. It is advisable, 
usually, to write for an appointment with the 
accountant in advance, in which case the letter 
should be couched in conservative language. So 
urgent is the demand for accountants, both se- 
nior and junior, that no one should have diffi- 
culty in securing adesirableopening. Underthese 
circumstances, a man owes it to himself as well 
as to business and the profession to take definite 
action to get into accounting work. 


INDLY inform me of what advantage it is 
to give physical and oral exercises in pub- 
lic-speaking classes. There is doubt in my 
mind as to the advantage of doing this, because 
students can not keep up the exercises, particu- 
larly the oral exercises which would be disturb- 
ing to neighbors. I am asking you this ques- 
tion because I notice that the exercises were 
given in the Pace Course, although I have never 
taken that course. 

You must remember that two objectives are to 
be attained—first, strengthening of the voice 
and physique, and second, the proper use of the 
voice and of the muscles used in breathing. 
Although some public speakers are not physi- 
cally strong, yet excessive public speaking is 
exacting as to physical strength. It is advisable 
for a speaker to keep in the best physical condi- 
tion. Apart from this, the proper methods of 
breathing and the proper use of the voice give 
needed strength, even though no exercises are 
continued. 


INDLY explain the meaning of the letters 
“SS.” in notary acknowledgments. 

These letters are an abbreviation. The word 
for which they are an abbreviation is not known 
despite the fact that legal scholars have made 
extensive researches in an effort to discover the 
word. Some legal authorities, who are in the 
minority, believe that it is a contraction of the 


word “scilicet” which means witness. 


NDER the Undistributed Income Tax, I 
note that the distribution of corporate 
profit is to be ascertained through a comparison 
of working capital as at two dates. Please in- 
form me as to just how this might be accom- 
plished. 
Additions to working capital may flow from 
the sale of capital assets, from stock contribu- 
tions or assessments, from borrowing on long- 
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time securities, and from profits. 
Decreases of working capital may 
be occasioned by the purchase of a 
fixed asset, by the payment of a 
long-time obligation, by operating losses, and 
by the payment of dividends. 

The regulation in question has in mind the 
adjusting of these facts so as to show exactly 
the disposition of profit. In other words, the 
amount by which working capital had been in- 
creased by profits would be shown, and then 
the amount by which it had been reduced by 
the use of profit in the purchase of a fixed 
asset, the liquidation of a long-time indebted- 
ness, or the distribution of dividends. What- 
ever may not be accounted for in one of these 
three ways, or is not necessary for an actual in- 
crease in the business, or has not been used for 
purchase of certain United States securities, is 
subject to the tax. 


INDLY inform me as to whether there are 
any limits as to the interest which may 
be charged by a personal loan broker. 

Yes, although they are granted a larger rate 
than the usual legal rate. The restrictions un- 
der the New York statute are: that the loan 
must not be over two hundred dollars at any one 
time; that interest shall not be charged or col- 
lected in advance and shall be computed on un- 
paid balances; that the interest must not ex- 
ceed three per cent. a month; and that there must 
be no other charge except that, on assignments 
or orders for the payment of salaries or wages, 
on notes of the borrower endorsed or guaranteed 
by another person, or on mortgages upon per- 
sonal property without the actual delivery of 
the property, the interest can not be higher 
than two per cent. a month. Under certain cir- 
cumstances, a charge not exceeding two dollars 
may be made for expenses in connection with a 
loan of fifty dollars or more. 


S there a material advantage in taking up 
the study of foreign languages in connec- 
tion with Accountancy? 

Although an Accountancy-trained man finds 
many desirable openings which do not require a 
knowledge of foreign languages, yet this is a 
decided asset in some instances. The tremen- 
dous export business which we will probably un- 
dertake after the war will call for Accountancy- 
trained men who understand the languages of 
the countries with which we deal. This ac- 
complishment may mean a widening of the mar- 
ket value of the individual, in that there are that 
many more possible opportunities which are 
sure to arise with the conclusion of peace. 
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NE of the thought- 
ful things which 
Congress has pro- 
vided for is the 
education of the soldiers and 
sailors after the war. This is 
a recognition of the fact that 
many young men are drawn 

away from civil pursuits, and from preliminary 
training for their chosen vocations. Details re- 

main to be worked out as to just how this will be 
accomplished, but the fact that it is going to 
be undertaken is evidence of the importance 
which educational training has in the career of 
young men under twenty-one years of age. It 
is to be regretted that the Act was not more 
extensive, since the education of men between 
twenty-one and thirty has been disarranged by 
their present duties. The 
establishment of a school 
in France may help to over- 
come this handicap, but it 
can not fully do so. It is 
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spect to the energy we use up in 
doing things our _ subordinates 
should do, and in respect to the 
funds we unthinkingly expend on 
our overhead? Broadly speaking, “a little less” 
here and “a little less” there—without, of 
course, unfairness to our business or to any one 
of those responsible for its success—added to- 
gether over the fiscal year means a net profit 
that tetals up amazingly. 


Sr HE main difference between the two men 


you speak of is a difference in the ability 
to stand up without propping.” This was the 
somewhat cryptic reply made by an able execu- 
tive, noted for his ability to appraise men and 
gauge the reasons for their success or failure, 
to me when I asked him why Jones in a certain 
organization was getting 
$5,000 a year, and why 
Smith in a similar organi- 
zation was getting $15,000 
a year. 


STUDENT 


at least the better part of 
wisdom for all men to make 
the best use of what time 
they have for educational 
training before getting into 
the service and, in some in- 
stances at least, to provide 
definitely for a continuance 
of their studies. It does not 
follow that entrance into 
military service negatives 
Opportunity for study. 
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“Please elucidate,” I re- 
quested. “What I mean is 
just this,” answered my 
executive friend. “Jones 
and Smith are both able 
men—about equally  en- 
dowed in respect to funda- 
mental traits, and, at first 
glance, possessing about 
the same chances of even- 
tual success. There is this 
vital difference, though. 


Study is the only known 
means of meeting this pos- 
sible loss of time. In the 
case of the men under twen- 
ty-one, Congress is doing the best thing that can 
be done; that is, providing for their education 
after the war. Others may solve their problem 
by educating themselves before entering mili- 
tary service, or during their military service. 


“A LITTLE less!” One of the useful by-prod- 
ucts of war-time thought and action is 
the fact that the words “a little less” are taking 
on a vivid meaning in connection with our 
daily lives. As to food and clothes and recrea- 
tions and practically all other outlets for our 
interests and our money, we are finding that we 
can get along on “a little less,” and be none the 
worse off—indeed, in most cases, be better off. 
The point applies to our business hours and 
days, doesn’t it? Wouldn’t it be better if we 
made “a little less” our slogan in respect to the 
time we consume in fruitless parleying, in re- 
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Jones is go per cent. effi- 
cientatinitiating, executing, 
and completing tasks, while 
Smith is roo per cent. effi- 
cient. The ro per cent. difference between Jones 
and Smith is that Jones, before he finally finishes 
his piece of work, needs support and propping— 
often this means that somebody else higher up 
has to charge himself with responsibility for 
Jones’s success. Smith, on the other hand, work- 
ing within himself, from start to finish, doesn’t 
require any personal support and assistance— 
he sets himself to a particular job, plans it out, 
and delivers it sealed and finished on schedule 
time. Nobody has to take up the ro per cent. 
slack in personal efficiency for him. The result 
is that he gets three times as large a salary as 
Jones does.” 

Now that we think of the matter, the above 
is pretty true, isn’t it? It’s the acceptance of 
full responsibility (ninety per cent. responsi- 
bility won’t do) that determines a man’s organi- 
zation value and, consequently, the amount of 
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his salary. It may be that a good The 
many of us are too Jones-like for 


our best interests. 


ASHINGTON’S housing difficulties bring 

to the forefront one of the factors always 
to be considered by business management in lo- 
cating industrial establishments. This princi- 
ple is to go either to where labor of the kind 
needed is located, or to attract labor, by special 
housing conditions, to a desirable location. So 
urgent is the need of living-quarters in Wash- 
ington that every empty house is commandeered. 
If you go along one of the streets where the 
wealthy have mansions, you will occasionally 
find a blue tag on the door, indicating that the 
Government has commandeered the house be- 
cause it was vacant. Congress has appropriated 
over sixty million dollars for the housing of war 
workers in the United States, of which approxi- 
mately ten million dollars will be expended in 
the District of Columbia. 

In this way, the Government is attempting to 
provide for the great army of war workers 
that must be mustered within the next few 
months. By taking definite steps to make the 
living conditions in Washington more favorable 
to these war workers, it is the hope of the Gov- 
ernment to secure greater permanency and a 
more efficient performance by the men and wo- 
men in Government employ. .This is but an- 
other illustration of the big, broad principle 
that the human factor can not be ignored in 
effective organization. 


O many men the veil of mystery which sur- 

rounded the city of New York has been 
lifted during these war-time days. Visitors to 
New York sometimes go away impressed with 
the size and grandeur of its buildings. Other 
visitors are impressed by the hustle and bustle 
of the city; still others obtain the idea that it 
is an amusement-seeking city; many have 
thought that it was mostly a money-seeking 
community. So busy were the people of New 
York in their day-by-day business, so used were 
they to meeting crowds of men and women, 
that courtesies characteristic of the other com- 
munities seemed to be lacking. Now the peo- 
ple of the Country recognize that New York has 
a big heart. One man not long ago said to 
me, “I am beginning to like New York, because 
New York has proved so patriotic.” Nor can 
any one consider the tremendous size of the 
war contributions, in money and in men, and 
in voluntary service, without being impressed 
with the human qualities of representative New 
York people. Just as this war is teaching each 
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of the nations more fully to under- 
stand the others, so it is that the 
Nation more fully understands 
New York. No longer will it be 
necessary for the writers of articles in maga- 
zines to attempt to cultivate a liking for New 
York, by pointing to it as a city representative 
of America. In action, rather than in words, 
New York is proving truly representative of the 
high ideals which characterize the patriotism 
of the American people. 


CCURACY, please, Miss Stenographer! I 
can overlook almost anything else—slow- 
ness, for example, now and then lack of neat- 
ness, perhaps, and as many other mistakes which 
are not due to carelessness as you find it neces- 
sary to make. But accuracy, accuracy—give me 
that all the time! When I dictate a letter to 
George H. Horne (spelling out his name dis- 
tinctly), please don’t bring back a letter to 
George M. Horn. If I speak of “participating 
in the profits,” I surely do not mean “dissipating 
the profits.” Spare me, too, such distorted 
spellings as “neccesary,” “alright,” ‘“acomo- 
dated,” “haveing,” “indispensible,” “recomend”— 
isn’t that near-by book which is covered with 
dust a dictionary? Ill help you, Miss Stenogra- 
pher, all I can. I want to see you advance in use- 
fulness and in salary. But give me something 
solid and substantial to build on, and let that 
something be accuracy. 


HEY can do anything they want, so long 

as they lick those Germans.” This is a 
concrete expression of public opinion toward 
the regulations, restrictions, and limitations 
which war-time necessity has imposed upon us 
through the medium of Governmental agencies. 
The public will not criticize anything that may 
be done, so long as that thing means definite 
progress toward winning the war. People are 
not even inquiring as to the “constitutional” 
right of the Government to do this or to do that. 
Quibblings over the many legal questions that 
might arise are quickly stilled by the public at- 
titude toward those who venture to express 
them. Individual liberty, so called, is giving 
way to community spirit—a feeling that we are 
bound together closer than ever before. No 
one can interfere with, and every one is ex- 
pected to contribute toward, the community wel- 
fare. It is because we are learning to live to- 
gether as a nation, because we recognize the 
common interest which each and all have in the 
winning of the war, that we are willing to cast 
aside personal prejudice, and to assume per- 
sonal sacrifice to do our part in the war. 


169 


Accuracy 


National 
Spirit 


Auditing 
the 
Interest 
Account 


Elmer O. 
Stevens, 
C.P.A. 


HE interest account 


quently does not 
receive close ex- 
amination during the course of 
an audit. Yet there are circum- 
stances which merit an analyt- 
ical consideration of this ac- 
Sometimes an account captioned “In- 
terest and Discount” will appear on the Trial 
Balance of the books under examination. To 
such an account may be charged interest paid 
and cash discounts allowed. Credits will in- 
clude interest received and cash discounts taken. 
When such an account is found, it should be 
analyzed, and whenever recommendations are 
in order, they should include the suggestion that 
at least four accounts be kept instead of one 
account. These accounts should bear the fol- 
lowing captions: 

Interest Received. 

Interest Paid. 

Cash Discount Received. 

Cash Discount Taken. 

Recommendations that accounts clearly clas- 
sify interest or discount, at least into these four 
classifications, may be based upon a broader 
duty of the auditor than the mere auditing. It 
is frequently the case that auditors may suggest 
improvements in the methods of financing the 
organization. A clear conception of the precise 
effects of following these suggestions is more 
readily obtained if the accounts are fully classi- 
fied, so that the effects may be shown in state- 
ments. 

One example of where an auditor rendered a 
useful service in this connection comes to my 
mind. The concern in question had been accus- 
tomed to purchasing on a thirty-day credit 
basis. They did not take advantage of the dis- 
counts that were offered, because their working 
capital was small considering the scope of the 
business they were endeavoring to carry. Like- 
wise, they would give rather liberal discounts 
for the purpose of securing ready cash with 
which to meet their obligations upon maturity. 
In effect, they were suffering all of the disad- 
vantages which go with a shortage of working 
capital. 

The auditor suggested borrowing money to 
rehabilitate the working capital. Their general 
condition was such that a lean might readily 
be obtained from a bank. Under these circum- 
stances, there would be the desirability of mea- 
suring the interest paid for the loan against the 
saving effected in the discounts. 

Naturally, the proprietors were anxious to de- 
termine just the amount by which they had 
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gained through following the ad- 
vice of the auditor. In order to en- 
able them to do this, the auditor 
classified interest and discount as 
to the four captions given. There was thus 
available for the management a clean-cut anal- 
ysis which would clearly show the precise 
amount by which they had benefited through 
following the advice of the auditor. 

In this connection, it might be pointed out 
that the savings in the discounts given would 
not be as great as the savings in the discounts 
received. Greater assurance of effecting a col- 
lection may lead a business organization to offer 
discounts. It does not follow that there would 
be no savings in the discounts given. If a con- 
cern is compelled to give discounts by reason 
of shortage of working capital, the discounts 
are apt to be more liberal than necessary for 
collection purposes. On the other hand, a sub- 
stantial saving may be effected as to the dis- 
counts received. ; 

Apart from the benefit named, other benefits 
of a financing character may be obtained by a 
segregation of the accounts. Every business has 
the problem of doing the most extensive busi- 
ness possible consistent with capital limitations. 


Conservative management demands that there - 


be a definite limit upon expansion. Profit con- 
siderations likewise demand that the available 
capital be utilized to the utmost, consistent with 
safety. Careful management accordingly re- 
quires a constant solution to the problems that 
may arise out of these alternatives. This, in 
turn, affords good reason from the managerial 
standpoint for such classifications pertaining to 
interest and discount as will keep the manage- 
ment constantly on the alert to avoid financial 
difficulties, and to secure favorable expansion 
opportunities. 

Nevertheless, the books may not contain the 
analysis desirable from an auditing view-point. 
Under these circumstances the auditor, in order 
the more adequately to comment on this feature 
of the business in his report, may find it desir- 
able to analyze the account which combines 
these four elements. 

When it is necessary to make a detailed 
analysis of the “Interest and Discount” account, 
the analysis should be made in such a manner as 
clearly to show each of the classifications con- 
tained in the account. We shall now confine our 
comments to the treatment of the first two items, 
namely: Interest Received and Interest Paid. 

The amounts included under “Interest Re- 
ceived” will, in the majority of cases, represent 
realized income only. If this item of income is 
derived from interest on sundry notes receiv- 
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diting able only, and is but a small part of 


the 


merest tion to not accruing unrealized in- 
scount come from this source. 


tinued) 


the total income, there is no objec- 


This sug- 
gestion is based upon the theory that income 
should not be taken into account until realized. 
However, should this class of income result 
from interest received on investment, and the 
accrued, but uncollected, portion amounts to an 
appreciable sum, such accrued income should 
be taken into consideration. 

The entry necessary to bring the asset into 


-the account would be as follows: 


INTEREST ACCRUED .......... ne la 
To INTEREST RECEIVED .. Blan 


It will be noted that the words “received” and 
“paid,’ as used here in connection with the 
word “interest,” are not meant to indicate only 
that the money has actually been received or 
paid out, but also to indicate the right to receive 
value or the obligation to pay out value. 

The interest paid in the average mercantile 
enterprise will usually be of greater amount 
than the interest received. This is due, of 
course, to the necessity of obtaining additional 
funds, either by borrowing at the bank or by 


giving trade acceptances or notes to creditors, - 


in order to carry the business through the busy 
season when a proportionately larger part of the 
assets will be in the form of stocks of merchan- 
dise or accounts receivable. 

Here again, the auditor is confronted with 
one of the economic phases of business. A con- 
cern may require for two months of the year a 
large working capital because of a busy season. 
It would be an absurdity for the concern to 
carry this capital through the dull season. Dol- 
lars, in this respect, may be regarded as individ- 
uals working toward the profit objective. Idle 
dollars are as undesirable as idle workmen. Ac- 
cordingly, an auditor may have occasion to rec- 
ommend a policy which contemplates a smaller 
working capital, by reason of the trade limits 
upon the extent of business during the greater 
part of the year, expanded by borrowing dur- 
ing the busy season. Here again, the accounts 
should clearly show the economies effected by 
the proposed methods of finance. 

Due to the extraordinary buying which char- 
acterizes the season near the close of the year, 
most enterprises have an abnormal condition as 
to the assets comprising working capital. Large 
sales have depleted stocks on hand, which have 
not been replenished in anticipation of “inven- 
tory time,” or in anticipation of slower selling 
for a time after the beginning of the year. Along 
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with this depletion of stocks of 
merchandise, accounts receivable 
are high, due to the numerous sales 
which may have been made. Busi- 
nesses having their busy season just before the 
end of the year, may likewise have borrowed 
money for the reason heretofore given. Accord- 
ingly, the problem that confronts them is the 
collection of the receivables obtained from the 
sales in order to pay off the obligations which 
have been incurred for financing purposes. 

The latter of these circumstances may result 
in having interest prepayments which must be 
apportioned between the two accounting pe- 
riods. 

The form of schedule to be prepared by the 
auditor for filing among his working-papers of 
such interest payments is indicated by the ac- 
companying illustrative schedule. It will be 
noted that all the facts as to date, due date, 
amount of loan, rate, etc., are stated, thus fur- 
nishing all the information necessary to make 
and prove the accuracy of the required arithmet- 
ical calculations. 

Only actual interest has been shown in this 
schedule presented. If commissions were paid, 
it would be proper to apportion such payments 
in the same ratio as the interest. This also ap- 
plies to documentary taxes. All such inci- 
dental charges may be added to the amount of 
actual interest or bank discount paid, to estab- 
lish the total amount to be apportioned between 
the two periods. 

In the event that interest has not been pre- 
paid on notes or other interest-bearing obliga- 
tions, care should be exercised to see that the 
liability is set up. The auditor should be on 
the lookout for such items, where he finds de- 
mand loans carried, since it is usual for banks 
to charge their customers, monthly, at the end 
of each month, for the interest earned for the 
month past. 

See prepaid interest schedule on page 172. 
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Date 


Sept. 5, 17 


4, 18 


Due 
Jan 
eatiaay 
“ 6 
ie ie 4 =| 
“a9 
Feb. i 
“ 46 
«14 
Jan. 18 
Feb. 25 
an RS 
Mar. 5 
REE G4 
jan. 14 
Feb. 13 
Mar. 20 
Feb. 11 
Jan. 25 
cnet O 
“ 96 
Mar. 27 
Feb. 28 
Apr. I 
Ae Lo 
Jan. 14 
“or 
“29 
Feb. 13 
Apr. 15 
ay tae 


Time 
Days 
121 
122 
I22 
I20 
I20 
123 
T24 
I20 
go 
123 
121 
120 
I21 
60 
go 
I20 
77 
60 
45 
60 
12} 
faye) 
I2I 
I2I 
30 
30 
45 
60 
I21 
123 
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Schedule of Prepaid Interest as at December 31, 1917 


Amount 
$ 5,000.00 
3,425.00 
5,000.00 
2,750.00 
2,750.00 
10,000.00 
7,500.00 
1,675.00 
1,000.00 
5,000.00 
5,000.00 
5,000.00 
10,000.00 
2,400.00 
750.00 
2,000.00 
2,250.00 
500.00 
450.00 
350.00 
675.00 
1,150.00 
5,000.00 
5,000.00 
850.00 
500.00 
375-00 
375-00 
5,000.00 
5,000.00 


$96,725.00 


Rate % 


eae 
N 


Cin 
et 
r) es 


5 
6 


NDNAAAAAA A 


5% 


wn 
4 
NS 
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Interest 
$ 84.03 
69.64 
84.73 
45.83 
45.84 
187.92 
153-75 
33-50 
15.00 
93-96 
92.43 
91.67 
184.87 
24.00 
II.25 
40.00 
28.88 
5.00 
3.38 
3.50 
13.61 
17.25 
92.43 
92.43 
4.25 
2.50 
2.81 
3-75 
92.43 
93.96 


$1,714.60 


Expired 
Days Amount 
117 «$ 81.25 
II5 65.65 
107 74.31 
102 38.96 
93 38.96 
gt 139.03 
77 96.25 
a3 20.94 
72 12.00 
67 51.18 
62 47.36 
56 42.78 
st 77-92 
46 18.40 
46 5-75 
41 13.67 
35 13.13 
35 2.71 
35 2.63 
35 2.04 
mes 3-94 
31 5-94 
30 22.92 
21 16.04 
16 2.27 
16 1.33 
16 1.00 
16 1.00 
16 12.22 
II 8.41 
$919.99 


Prepaid 
Days Amount 
4 $ 2.78 
el 3-99 
15 10.42 
18 6.87 
27 6.88 
32 48.89 
46 57-50 
45 12.56 
18 3.00 
56 42.78 
59 45-07 
64. 48.89 
70 106.95 
14 5.60 
44 5-50 
79 26.33 
42 -15-75 
25 2.29 
sae) 75 
25 1.46 
86 9.67 
59 11.31 
QI 69.51 
I0o 76.39 
14 1.98 
14 TTF 
29 1.81 
44 2.75 
I05 80.21 
II2 85.55 
$794.61 


GOOD deal has 
been said in these 
columns from 
time to time 
about various 
phases of sen- 
tence’ structure. 
There has been 
some commenton 
sentence unity, 
coherence, and emphasis. Since the 
sentence is the pivotal unit of ex- 
pression, further consideration of 
the matter of building clear-cut, 
felicitously worded sentences may 
have value to the reader. So far 
as this article is concerned, space 
will be given chiefly to sentences 
that illustrate the violation and the 
observance of the principles of sen- 
tence structure already considered. 

(Ununified) The labor question 
has been discussed in this country 
for several years, and only recently 
have we been able to work out a 
solution that bids fair to be satis- 
factory to both labor and capital. 

(Unified) Although we have dis- 
cussed the labor question in this 
country for several years, only re- 
cently have we been able to work out 
a solution that bids fair to be satis- 
factory to both labor and capital. 

(Ununified) At that time of day, 
the trout did not bite very well, 
and we fished for about three miles 
without catching any, but toward 
evening the fishing became more in- 
teresting, but we had to stop at last, 
and at about six o’clock we reached 
a point where the stream divided, 
and there we ended our fishing for 
the day. 

(Unified) Since the trout did 
not bite very well at that time of 
day, we fished for about three miles 
without catching any. Toward 
evening, however, the fishing be- 
came more interesting. Notwith- 


standing this fact, we had to stop. 


fishing about six o’clock at a point 
where the river divided. 

(Ununified) There is a connec- 
tion, it is said, between the moon 
and earthly things. Not a natural 
connection, of course, such as is 
observed in tides. But the moon 
is supposed to exert on terrestrial 
objects a subtle influence which is 
supernatural. 

(Unified) There is a_ connec- 
tion, it is said, between the moon 
and earthly things. This is, of 
course, not a natural connection 
such as is observed in tides. The 
moon, however, is supposed to ex- 
ert on terrestrial objects a subtle 
influence which is supernatural. 

(Ununified) This building con- 
tains a large auditorium. Twice a 
week the Pittsburgh Orchestra gives 


The 


PACE STUDENT 


October, 1918 


a concert in it. This orchestra is 
one of the largest and best orches- 
tras in the country. 

(Unified) This building contains 
a large auditorium, in which the 
Pittsburgh Orchestra, one of the 
largest and best orchestras in the 
country, gives a concert twice a 
week. 

(Incoherent) The last duty of the 
day was to take the fruit and other 
produce from the stand in front of 
the store and carry it to the cellar. 

(Coherent) The last duty of the 
day was to take the fruit and other 
produce from the stand in front of 
the store and carry them to the 
cellar. 

(Incoherent) For two years I 
worked diligently and lived econom- 
ically, which enabled me to save 
money enough to pay my first year’s 
expenses at college. 

(Coherent) For two years I 
worked diligently and lived econom- 
ically—a practice which enabled 
me to save money enough to pay 
my first year’s expenses at college. 

(Incoherent) Mr. White replied 
to Mr. Brown that he felt sure that 
he would not wish to join his firm, 
since he had not had the experi- 
ence which he required. 

(Coherent) Mr. White replied 
to Mr. Brown, “I feel sure that you 
will not wish to join my firm, since 
you have not had the experience 
which I require.” 

(Incoherent) Being a manu- 
facturing town and having a large 
laboring class, unions prevail in 
every trade. 

(Coherent) Being a manufactur- 
ing town and having a large labor- 
ing class, Scranton has unions in 
every trade. 

(Incoherent) This state of af- 
fairs has resulted in a scarcity of 
skilled operatives capable of doing 
delicate and difficult work, and 
other industrial changes likely to 
embarrass the manufacturers of 
textile fabrics. 

(Coherent) This state of affairs 
has resulted in a scarcity of skilled 
operatives capable of doing delicate 
and difficult work, and in other in- 
dustrial changes likely to embarrass 
the manufacturers of textile fabrics. 

(Incoherent) After this hollow 
has been filled out, a piece of sole- 
leather, which is of the shape of the 
whole bottom of the shoe, that has 
first been soaked in water and 
thoroughly pounded, is sewn on 
firmly to the welt. 
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(Coherent) After this hollow 
has been filled out, a piece of sole- 
leather, which is shaped like the 
whole bottom of the shoe, and 
which has first been soaked in wa- 
ter and thoroughly pounded, is sewn 
firmly to the welt. 

(Incoherent) The cakes of ice 
which I handled were twenty-eight 
inches long and twenty-two inches 
wide, and ranging from ten to 
fourteen inches in thickness. 

(Coherent) The cakes of ice 
which I handled were twenty-eight 
inches long, twenty-two inches 
wide, and from ten to fourteen 
inches thick. 

(Unemphatic) We put up in an 
old farmhouse for the night, be- 
cause it looked very much like rain, 
and it was five miles to the nearest 
village. 

(Emphatic) Since it looked very 
much like rain, and since it was 
five miles to the nearest village, we 
put up in an old farmhouse for the 
night. 

(Unemphatic) The merchants 
thought that they saw ruin before 
them, when the population of the 
town was reduced one-half. 

(Emphatic) When the popula- 
tion of the town was reduced one- 
half, the merchants thought that 
they saw ruin before them. 

(Unemphatic) The wood loses 
about twenty-five per cent. of its 
bulk and about eighty per cent. of 
its weight in the process of chang- 
ing to charcoal. 

(Emphatic) In the process of 
changing to charcoal, the wood 
loses about twenty-five per cent. of 
its bulk and about eighty per cent. 
of its weight. 

(Unemphatic) It. may be true 
that college men have only a little 
practical training, but they gener- 
ally do have some; and this small 
amount of practical training gives 
them the lead in nearly every pro- 
fession if it is reénforced by a 
broad theoretical training. 

(Emphatic) It may be true that 
college men have only a little prac- 
tical training, but they generally 
do have some; and this small 
amount of practical training, if it 
is reénforced by a broad theoretical 
training, gives them the lead in 
nearly every profession. 

The foregoing sentences illustrate 
the importance of observing the 
principles of unity, coherence, and 
emphasis in all the sentences that 
we write; and it is believed that a 
study of these sentences will be 
fully as productive as would be a 
somewhat more detailed discussion 
of the rhetorical principles them- 
selves. 


Training 
in 

English 
(Centinued) 


“Profesor 
Mercan- 
til’’ 


Both answers are technically cor- 
rect. A reader of the first answer, 
however, in order to understand 
its purport, would have to under- 
stand the Imprest System as thor- 
oughly as did the writer. Almost 
any one of average intelligence 
would thoroughly understand the 
Imprest System after reading the 
second answer. With but slightly 
more effort, the second student is 
attaining a skill in expression which 
is bound to be of service later. 
Students will do well to grasp the 
opportunity, accorded by the writ- 
ten work, of getting desirable train- 
ing in expressing themselves clearly. 


UITE frequently, those deal- 
ing with South American 


countries hear of the degree 
of “Profesor Mercantil.” For the 
most part, this degree means the 
same in the various countries as it 
does in Cuba. In that country only 
the holders of the degree can teach 
the subject of Accounting in the 
Havana School of Commerce. Fur- 
thermore, in court cases requiring 
the testimony of an expert in finan- 
cial matters, such as bankruptcy, 
settlement of estates, etc., only the 
testimony of a Profesor Mercantil 
is given consideration by the 
courts, according to the law. 

Through the kindness of Mr. 
German F. Penaranda, we are able 
to present the following require- 
ments for the obtaining of the de- 
gree: 

“Age, 16 years at least; written 
applications must be presented; 
fees of five dollars for each subject 
must be paid in advance (there are 
fourteen subjects in all). The 
examinations are held in the month 
of June, and if the applicant does 
not pass, he is allowed to take them 
over in September without any fur- 
ther payment. If he does not pass 
in September, he must wait until 
the following June and must pay 
new fees. The applicant may pre- 
sent himself for examination in one 
subject—paying five dollars, or two 
or more subjects—paying five dol- 
lars for each subject. He may take 
the examinations on all the four- 
teen subjects at one time. If all 
the subjects are passed, it is neces- 
sary to wait until December to take 
the final examination for the de- 
gree, the fee for which is ten dol- 
lars. 

“The subjects are as follows: 
Political Economy, General Geog- 
raphy, Commercial Geography, 
Commercial History, Bookkeeping, 
Commercial Practices, Mercantile 
Legislation, International Mercan- 
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tile Law, Knowledge and Recogni- 
tion of Commercial Products, Eng- 
lish Language, French Language, 
Stenography and  Typewriting, 
Arithmetic and Algebra, and Sta- 
tistics. 

“Before being allowed to take the 
examinations on these fourteen sub- 
jects, the applicant must pass an 
elemental examination in the Ha- 
vana Institute, which aims to ascer- 
tain that the applicant has a general 
knowledge of the Spanish language, 
arithmetic, geography, natural his- 
tory, history, English, and drawing; 
in other words, all that is required 
in the grammar school. There is 
no charge made for this examina- 
tion. 

“Nearly all these examinations, 
except two or three, consist of the 
following: An examining commit- 
tee, composed of three professors, 
who ask questions on the subject 
under examination; as a rule they 
ask from four to six questions on 
each subject. Each examination is 
independent of the others—that is 
to say, if the examination on 
Political Economy takes place at 
eight o’clock in the morning, the 
examination on General Geography 
would take place at three o’clock in 
the afternoon, etc., etc. These ex- 
aminations last from seven to ten 
days. After having answered all 
questions to the satisfaction of the 
committee, the applicant is given a 
written quiz which he is asked to 
develop, and for which one hour is 
allowed; during this time, the appli- 
cant is allowed to consult the text- 
book. Asa rule, if the oral exami- 
nation has been accepted by the 
committee, the written examination 
is also passed. 

“The examination in arithmetic 
and algebra consists of ten prob- 
lems (five of advanced arithmetic 
and five of algebra), in writing, out 
of which six must be correctly 
sclved. The time allowed for these 
ten problems varies from one to 
two hours, and the applicant is 
closely watched by the committee. 
During this examination, the appli- 
cant is not allowed to consult the 
text-book or take advice from any 
other persons taking the examina- 
tion, and if these rules are dis- 
obeyed, the persons at fault are ex- 
pelled. 

“The English and French exami- 
nations are more or less on the 
same style as above described; the 
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instructors ask questions, and a 
written quiz is given consisting of 
some questions in grammar, and 
translations from Spanish to Eng- 
lish, Spanish to French, and vice 
versa. 

“The examination in stenography 
is practical. The instructors dic- 
tate several paragraphs, which must 
be taken at a speed of from eighty 
words to one hundred words a min- 
ute, and must be transcribed in from 
five to ten minutes. 

“In the examination in statistics, 
the applicant must present some 
statistical work, such as graphs, etc. 
The same thing is required in the 
examination on bookkeeping. This 
is not compulsory, but helps some 
in the final result. 

“In the subject of mercantile 
legislation, a thorough examination 
on the Cuban Commercial Law is 
given. Special attention is given to 
this examination. 

“For all these subjects, the school 
recommends text-books that must 
be bought by the pupils, such as the 
‘Cuban Commercial Code’ for the 
subject of commercial law; for po- 
litical economy, Leroy-Beaulieu; 
for English, Baldwin Reader, Cor- 
tina; etc. 

“Besides studying these text- 
books, the pupils must attend the 
Institute classes in order that they 
may be better prepared at the time 
of examination. If these examina- 
tions are unsatisfactory, the pupils 
are not allowed to present them- 
selves for examination again for 
some months. 

“If an applicant presents himself 
in June for examination in four 
subjects and does not pass one, he 
may continue with the others, inas- 
much as each subject is entirely in- 
dependent of the others, with the 
exception of arithmetic and alge- 
bra, the examinations on which 
must be passed before the examina- 
tion on bookkeeping can be taken.” 


HOSE who have been :study- 

ing the war taxes in this coun- 

try probably will be inter- 
ested in the taxes under the new act 
in France. The following are the 
rates, the value of the franc being 
placed at 20 cents: Profits under 
100,000 francs ($20,000) 50 per 
cent.; between 100,000 and 250,000 
($20,000 and $50,000) 60 per cent.; 
between 250,000 and 500,000 ($50,- 
ooo and $100,000) 70 per cent.; over 
500,000 ($100,000) 80 per cent. 


JOHN GILLIGAN, Pace Institute, 
has recently joined the accounting 
staff of Fedde & Pasley. 


STATESMAN of the old 
school passed away the other 
. day. Magnificent in  phy- 
sique, rotund in voice, and statu- 
esque in manner, his like will not be 
seen in Congress again for some 
time. His personality, though, still 
lives and will continue to live in the 
memory of his associates. 

Last January, the assistant cashier 
of a leading bank in New York 
City was chosen to be vice-presi- 
dent of another prominent bank. 
Affable, just, even-tempered, always 
accessible, he had the rare knack 
of turning acquaintances’ into 
friends. Ability and personality had 
much to do with his attainment of 
success. 

Personality! Personality! ! We 
are constantly hearing of the power 
and influence of personality. Aji- 
most any one can acquire ability. 
Can any one acquire personality? 
What do you mean by personality? 
Some think that it is appearance; 
others, that it is magnetism; and 
still others, that it is the effective 
impression of individuality. 


“Back of every mighty action 
Stands the planner with his plan. 

First the thinker, then the doer; 
First the maker, then the man.” 


Man reveals himself through ex- 
pression. As individuals we need 
to make ourselves felt in our daily 
life. Since, then, the ordinary 
medium of expression is our speech, 
we must speak to impress. The hu- 
man elements which receive impres- 
sion, so the psychologist says, are 
the intellectual, aesthetic, and emo- 
tional. To be effective, our oral 
expression must meet the require- 
ments of all three elements. Clear- 
ness corresponds with the intellec- 
tual; correctness with the aesthetic; 
and force with the emotional. 
How does this work out? 

When a man speaks purposefully, 
he must first have something to say, 
and then he must make his message 
clear. One thing at a time, devel- 
oped point by point, will create 
unity. Unity is the basis of clear- 
ness. A good arrangement of ideas 
produced by logical sequence of 
thought and closely associated by 
connective words and phrases will 
result in coherence. This is the 
second principle of clearness. The 
third principle is proportion, or 
the emphasis of the important fea- 
tures of the message by the subor- 
dination in time and attention of 
the less important parts. A com- 
bination of unity, effective arrange- 
ment, and proportion makes clear- 
ness. 
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To be clear is not enough. The 
effect may be marred by incorrect- 
ness. Wrong meaning of words, 
mispronunciation, vague terms, 
obsolete expressions, or those with 
local meaning only are irritating. 
Faulty grammar and unrhetorical 
construction jar upon the trained 
ear and discount the speaker’s au- 
thority. In speech, to be sure, we 
are often more free than in writing, 
but the mistakes of ignorance and 
carelessness are never impressive 
for good. To be effective and meet 
the aesthetic elements of impres- 
sion, we must be correct. 

The most important quality of all 
is force. This satisfies the emo- 
tional element. Force, in the first 
place, is an individual product and 
is directly dependent upon person- 
ality for its strength. To be your- 
self is: the solution; and to elimi- 
nate the obstacles of self-expression 
is the problem. Lack of poise may 
be the first obstacle; for continual 
shifting from foot to foot or aimless 
walking to and fro calls attention 
to the speaker and away from his 
message. Your voice, naturally 
pleasant, may be restricted through 
bad use; or it may be throaty or 
thin. You may be naturally expres- 
sive through gestures, but your mo- 
tions may be numerous and mean- 
ingless. Your force depends upon 
the unobstructed expression of your 
own thoughts in your own individ- 
ual way. 

Oral Expression, it is plain to 
see, is concerned with the devel- 
opment of the individual, and con- 
siders him in sum total. In this 
sense, it becomes a means to an end, 
an aid to the effective impression 
of personality. 


TRANGE indeed are the twists 

which the human mind makes 

in wrestling with some of the 
problems of accounting. As an illus- 
tration, consider the following defi- 
nition of liabilities given by a stu- 
dent on a recent examination: “Lia- 
bilities are the excess of assets over 
accounting capital.” 


WILLIAM C. WOODFORD, New 
York School of Accountancy (Pace 
Courses), has been appointed an 
overseas secretary of the Y.M.C.A., 
for work with the American Expe- 
ditionary Forces. Mr. Woodford’s 
work will be along executive ac- 
counting lines. 
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EUGENE G. ASHE, a Semester A 
student of the Pace Courses, has 
been appointed assistant accountant 
of the Cuba and the Camagiiey and 
Nuevitas Railroad. We are pleased 
to reproduce a copy of the Spanish 
circular appointing Mr. Ashe to this 
position, together with a transla- 
tion. 
Agosto 1, 1918. 
CIRCULAR No. 130. 
NOMBRAMIENTO DE CONTA- 
DOR AUXILIAR 


A partir de esta fecha el sefior 
Eugene G. Ashe queda nombrado 
Contador Auxiliar del Ferrocarril 
de Cuba y del Ferrocarril Cama- 
giiey y Nuevitas. 

JOHN ASHLEY, 


Contador. 
Aprobado: 
C. R. HUDSON, 
Vicepresidente y Admin- 


istrador General. 
August 1, 1918. 


CIRCULAR No. 130. 


APPOINTMENT OF ASSIST- 
ANT ACCOUNTANT 


On this date, Mr. Eugene G. Ashe 
is appointed assistant accountant of 
the Cuba Railroad and the Cama- 
giiey and Nuewitas Railroad. 

JOHN ASHLEY, 
Accountant. 

Approved: 

Cc. R. HUDSON, 
Vice-President. and Gen- 
eral Manager. 


IDE publicity is being 

given among educational 

institutions to a letter of 
Colonel George Van Horn Moseley 
respecting the need of education 
to the soldier. In his letter, as 
reported in “Twenty-third Street 
Men,” Colonel Moseley states that 
students below the draft age should 
not discontinue their educational 
work, 

He expresses the opinion that the 
discipline incident to study is a de- 
cided asset to the young man who is 
likely to enter military service. 
This view he gives in the following 
extract from his letter: “There is a 
very mistaken idea as to just what 
are the most important qualities of 
a soldier. There is a general belief 
that strength to wield some particu- 
lar weapon is all that is necessary. 
On the contrary, strength of char- 
acter, discipline, and education are 
the fundamentals upon which a good 
army must be built to-day.” 

Young men will do well to heed 
this advice from Colonel Moseley, 
who is now on the staff of General 
Pershing. 


Personal J. B. BAERNCOPF, New York The FREDERICK G. COLLEY, C.P.A. 
ates School of Accountancy (Pace PACE STUDENT (New York), announces that he 


Courses), has joined the Engineer 
Corps of the United States Army, 
and is stationed at Fort Benjamin 
Harrison, Indiana, at which place 
all railway men are assembled be- 
fore being sent overseas. 


FERRIS D. SAXTON, graduate of 
the Pace Courses in Washington, 
D. C., has been appointed assistant 
controller of the S. K. F. Admin- 
istrative Corporation, New York. 


JAMES H. BOTZ, Pace Institute, 
Washington, D. C., passed the 
American Institute examination for 
appointment as associate member, 
at the last examination. 


OVER FORTY MEMBERS of the 
staff of Arthur Young & Company, 
certified public accountants, are now 
engaged in war work for the United 
States Government. 


JOSEPH J. MORRIS, Pace Insti- 
tute, has been appointed a Govern- 
ment cost accountant in connection 
with aircraft production. 
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SPENCER B. STEVENSON, 
C.P.A. (New York), graduate of the 
Accountancy Institute of Brook- 
lyn (Pace Courses), has established 
an office for the general practice of 
public accounting and auditing at 
6 Kiukiang Road, Shanghai, China. 


MARSHALL H. McCORD, Pace 
Institute, Baltimore, Md., has re- 
ceived his appointment as assistant 
paymaster in the United States 
Navy. 


JOHN L. HARRIS, Pace Institute, 
has resigned his position with the 
Waltham Watch Company to accept 
a similar one with C. S. Littell & 
Company. 


JOSEPH L. MARTIN, Newark 
School of Accountancy, has re- 
ceived his commission as assistant 
paymaster in the United States 
Navy. 


has established offices at 43 Ex- 
change Place, New York, to con- 
duct a public accounting practice in 
the name of Frederick G. Colley & 
Company. Mr. Colley has been in 
public and corporation practice for 
a period of twenty-nine years. Dur- 
ing the last year, he was controller 
of the Pierce Oil Corporation. For 
some time, Mr. Colley was a mem- 


’ ber of the firm of Touche, Niven & 


Company, certified public account- 
ants, New York. 


SAMUEL M. FEINBLATT, Pace 
Institute, has been recently ap- 
pointed Internal Revenue Inspector, 
New Jersey Division, with head- 
quarters at Elizabeth. He will spend 
part of his time at Jersey City. Mr. 
Feinblatt was one of twenty who 
passed out of a total of eighty ap- 
plicants who. took the examination 
for this position. 


R. M. ALEXANDER, Pace Insti- 
tute, is now a Ph.M. 3 at the Naval 
Base Hospital, Brooklyn, N. Y. 


The demand for trained accountants, 
both men and women, is increasing daily, hourly. 
Business con- 


Professional Accountancy firms need them. 
cerns—all kinds—need them. 


Financial knots must be uncovered and untangled. Waste must be cut down and output speeded up. Operat- 
ing plans must be worked out and operating staffs organized and directed. Related branches of industry must 
be codrdinated and made to function together. These and similar problems and responsibilities which confront 
the Government and Organized Business are squarely up to the accountants—the business technicians—of 
the country. 


The Pace Standardized Courses in Accountancy and Business Administration develop business technicians 
who can visualize things, plan things, and do things. For that reason, the courses are being studied to-day 
by more men and women than ever before—men and women, patriotic and far seeing, who are making ready 
for war-time service now and peace-time opportunities later. 


The courses are available either by Extension through the mails or in Resident Schools in many of the large 
cities, among them New York, Washington, and Boston. Evening classes are now being organized. 


The Extension Course (which covers the same ground as the Resident Course) may be taken for a month’s 
trial instruction for $6, without obligation to continue. 


Send for a descriptive folder, specifying either Resident School or Extension instruction, and also for a compli- 
mentary copy of the notable 36-page brochure, «*Your Market Value.”’ 


Pace & Pace 


NEW YORK 
Hudson Terminal, 30 Church Street 


WASHINGTON 
1004 F Street, N.W. 


BOSTON 
Tremont Temple 
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ANY an executive has worn him- 
| self out by trying to do one set 
of duties which conflict with 
the effective doing of another 
set of duties. The executive 
can not do any and everything 
of a discretionary character 
connected with an organization 
without encountering dangers. Accordingly, 
one of the first aims of the executive should be 
to rid himself of those duties which may mar 
his work as an executive. 

Skilled organization ef- 
fort generally divides be- 

tween that which is of a 
more or less specialized 
type and that which is di- 
rective in its character. 
For example, the salesman 
makes a specialty of sell- 
ing; the advertising man, of 
advertising; the engineer, 
of plant arrangement or 
technical operations; the 
chemist, of laboratory work, 
and so on. It is to be ex- 
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man promoted to the directive group, who has Division 


been in the specialist group. Here, again, the 
same question is met. 


of Ex- 
ecutive 


Experience demonstrates that it is, in the Duties 


main, undesirable for a man to continue special- 
ized duties at the same time that he is undertak- 
ing directive duties. The mind of the executive 
must be capable of jumping from one task to 
another, and of quickly exercising discretion 
and judgment on the many doubtful operating 
points raised by the subordinates. The special- 
ist, on the other hand, must 
be capable, ordinarily, of 
sustained and _ continued 
thinking or effort upon a 
particular task. Concentra- 
tion of thought upon the 
task is directly contrary to 
the elasticity of thought re- 
quired of the executive. 
The two, under normal cir- 
cumstances, are irreconcil- 
able. 

The executive, to be sure, 
may, as an incident, at a par- 
ticular time, undertake a 


pected, then, that the aver- Receivable certain amount of construc- 
age business organization is Page 186 _tive work. Continued con- 
divided into departments, The Use of Conversation in Writing structive work and effec- 
each of which does work of Page 189 tiveness in directing others 


a more or less specialized 
character. In addition to 
the group of specialists, there must be another 
group skilled in the codrdinating of the several 
specialist departments, so that all may werk to- 
gether with the main objectives of the organiza- 
tion in mind. 

In a department of the specialist character, 
»there may be such a variety of operations and 
tasks as to require a large amount of directive 
effort. Perhaps this effort may be entrusted to 
men who have been engaged upon the special- 
ist activities of the organization. It is an open 
question as to how far these men may continue 
in the specialist line, without interfering with 
their directive effort. 

Apart from this, there may be instances of a 


so as to coordinate their ef- 

forts are distinct functions, 
each of which calls for a different type of 
ability. 

The mistake that many executives make is in 
attempting to continue constructive work after 
they undertake executive werk. If the execu- 
tive has been engaged upon constructive work, 
it is exceedingly difficult for him to break away; 
for a man of constructive ability naturally likes 
to have a definite product to show as the result 
of his labors. Moreover, he is inclined to be 
somewhat critical of the way in which others 
might do that work; perhaps, rather than have 
others do it, he will attempt it himself. Nor is 
there an absence of egotism in the mind of the 
average man which leads him often to believe 


Super- 
ficial 
Special- 
ization 


that others can notdo the thing with 
the skill that should be exercised. 
All of these things are temptations 
which may lead a man into detailed 
constructive work, burdening his mind, and 
interfering with his supervision over the work 
of others. 

There is, to be sure, a charm in directing the 
efforts of others which is inviting to many men. 
These men like to see work dispatched in a regu- 
lar, orderly, efficient manner. Their situation 
arises out of an activity not ordinarily charac- 
teristic of the slow processes of constructive 
effort. 

A man rarely succeeds in both kinds of work. 
Ordinarily, the man who enjoys the active work 
of an executive becomes impatient with the con- 
structive work of the specialist. Likewise, 
executive work is sometimes irritating to the 
man of the specialist type. There are, however, 
certain men who like to share in both kinds of 
effort, and it is with these men that danger lies 
in. the. attempt to do both characters of work 
concurrently. 

Under some circumstances, a man can not 
readily relieve himself of specialist duties upon 
entering into executive work. Perhaps there 
has been something always entrusted to him by 
the organization for which another man has not 
yet been trained. In this case he should, under 
normal circumstances, endeavor gradually to 
shift the burden of this work upon another, 
whom he is training to do that work. 

In planning an organization, the difference be- 
tween these types of men must be borne clearly 
in mind. Duties of an executive character 
should be sharply segregated from the duties 
of a specialist character. Men who have demon- 
strated executive ability of a high order, should 
not be placed in specialists’ positions. Nor, in 
the absence of proof that a specialist has execu- 
tive qualities, should the specialist, in the first 
instance, be charged with executive duties. 
Failure to recognize this clear-cut distinction 
between types of work and types of men may 
mar the conduct of an organization. 


NE of the strangest things about the lay- 

man is his tendency to regard cost ac- 
counting as being something different from 
accounting. What man would make the mistake 
of assuming that a law student could become 
a corporation lawyer without studying the 
fundamental principles of law; or who would 
make the mistake of imagining that a medical 
student could become a throat specialist, not 
understanding medicine? Yet, time after time, 
persons will be met who imagine that cost ac- 
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counting can be studied separately 
from the elements of accounting. 

Certain subjects may be omitted 
which are seldom encountered by 
the cost accountant. These are usually other 
specialized types of accounting, such as estate 
accounting, public-utility accounting, munici- 
pal accounting, brokerage accounting, and the 
like. 

Certain subjects, seemingly not intimately 
connected with cost accounting, may be of great 
use to the cost accountant. Corporation ac- 
counting is an example of this. 

Not long ago a certain member of the cost- 
accounting department of a large organization 
decided that he wanted more thoroughly to 
equip himself for accounting work. He under- 
took a course of accounting, believing he was 
mainly interested in cost accounting. After he 
had finished this course, he was promoted to the 
position of controller in his organization and 
found the work of corporation accounting most 
useful. Certain it is that a cost accountant 
should not be embarrassed by problems that 
come within the range of corporation account- 
ing. ; 

It is dangerous to build upon a specialty with- 
out an adequate foundation. Cost accounting is 
a specialty; it is a part of the science of ac- 
counting. As such, it is impossible to learn 
specific procedures used in ascertaining manu- 
facturing costs thoroughly without understand- 
ing the principles underlying these specific pro- 
cedures. It is wise to aim to be an accountant 
first, and a cost accountant secondly. 


HE man who quits has a brain and hand 
As good as the next, but lacks the sand 
That would make him stick with a courage stout 
To whatever he tackles and fight it out. 
He starts with a rush and a solemn vow 
That he’ll soon be showing the other how; 
Then something new strikes his roving eye, 
And his task is left for the bye and bye. 
It’s up to each man what becomes of him; 
He must find in himself the grit and vim 
That bring success; he can get the skill 
If he brings to the task a steadfast will. 
No man is beaten till he gives in; 
Hard luck can’t stand for a cheerful grin; 
The man who fails needs a better excuse 
Than the quitter’s whining, “What’s the use!” 
For the man who quits lets his chances slip 
Just because he’s too lazy to keep his grip; 
The man who sticks goes ahead with a shout, 
While the man who quits joins the “down and 
out.”—Contributed by Mr. Romaine, 
a student in Semester A. 
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The 
Whe 
Quit: 


Biographical Snap Shots 
Young Accountants Who Have Made Good 


<q] NE of the claims made for the Pace 
A training in Accountancy and Business 
Administration is that it helps to 
qualify those who take it (submit to 
it, possibly) for positions of execu- 
tive responsibility in private business 
concerns. This generalization is the product of 
inductive reasoning. Its basis is what has hap- 
pened in a business way to hundreds of Pace 
graduates, one of whom is Charles A. Bruce, 
C.P.A. (N.J.), treasurer of the International Time 
cae Company of New York, Endicott, New 
or 

Mr. Bruce, who is now forty years old, was born 
in New York City. He received his early educa- 
tion in the public schools of his native city. Then 
he attended the famous Lawrenceville Prepara- 
tory School for one year, and after that he was a 
student at Mount Hermon, Northfield, Mass., for 
three years. Finally, he had a year of training at 
Horace Mann School, New York. 

Deciding to go into business, Mr. Bruce en- 
tered the employ of William Scott’s Son & Co., 
coffee brokers, New York, remaining with them 
as a salesman for four years, from 1900 till 1904. 
The next four years, from 1904 till 1908, Mr. 
Bruce was connected with the firm of C. E. 
Stokes & Company, New York, first as cashier and 
later as treasurer. He then affiliated himself with 
the New York law firm of Curtis, Mallet, Prevost 
& Colt, remaining with them for nearly six years. 

It was during his connection with the law firm 
that Mr. Bruce became interested in Accountancy 
and decided to master the subject. Accordingly, 
he enrolled in the Newark Institute of Account- 
ancy (Pace Courses), studying at night, and com- 
pleted the course in 1915. 

In the meantime, Mr. Bruce had severed his 
connection with Curtis, Mallet, Prevost & Colt, 
and joined the staff of A. S. Fedde & Co., certified 
public accountants, New York, with whom he re- 
mained till March, 1916, resigning to become 
treasurer of the International Time Recording 
Company of New York. 

Mr. Bruce is a C.P.A. of New Jersey, having 
received his certificate in 1916. He is a member 
of the New Jersey Society of Certified Public 
Accountants and of the American Institute of 
Accountants. He is also a first lieutenant in the 
New York Guard, being assigned to the Fourth 
Infantry, at Binghamton. 

The above outline of bare facts of course does 
not tell the whole story of Mr. Bruce’s business 
success. One fact, however, stands out promi- 
nently—the fact that a mastery of Accountancy 
has prepared Mr. Bruce to assume and discharge 
important executive responsibilities. 


=| ACE graduates often find that the field 

of municipal and Federal accounting 
offers opportunities for lucrative em- 
ployment. Many Pace-trained men 
and women, after passing the re- 
quired Civil Service examinations, 
have secured permanent positions as municipal 
accountants and financial executives. 

Charles C. Fuchs, C.P.A. (N.Y.), commissioner 
of finance, White Plains, New York, is an example 
of the Pace men who have found municipal em- 
ployment a satisfactory opportunity for the exer- 
cise of their talents and technical training. 
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Mr. Fuchs was born forty-one years ago in New 
York City. After graduation from public school, 
he went to work. He did not slacken, however, 
in his determination to complete his academic edu- 
cation, for, by studying at the New York Prepara.- 
tory School at night, he won a sixty-count Re- 
gents’ certificate, the equivalent of a high-school 
education. He also attended the College of the 
City of New York for a year. 

Becoming interested in accountancy, Mr. Fuchs 
enrolled in the Pace Course, and after receiving 
the certificate of graduation, passed the New York 
State C.P.A. examinations, securing his degree in 
IQIo. 

Mr. Fuchs’s business experience since the days 
of his early youth, when he passed through the 
usual office-boy and clerical experience, has lain 
almost wholly along the lines of constructive ac- 
counting and executive responsibility. He was 
associated with the New York Accountancy firm 
of Patterson, Teele & Dennis for one year, and 
he was a member of the staff of Haskins & Sells 
for six months. Then he practiced Accountancy 
for himself for nearly two years. For nine years 
he was the New York manager of the Pittsburgh 
Plate Glass Company. 

After passing the required Civil Service exami- 
nation, Mr. Fuchs received an appointment as 
expert accountant in the controller’s office of the 
city of New York, where he remained three years. 
Three years ago he was appointed commissioner 
of finance of the city of White Plains, New York 
—a responsible position which he still holds. One 
of Mr. Fuchs’s present duties consists of the 
preparation of an annual financial report of the 
city of White Plains. Mr. Fuchs has recently 
secured the rating of expert cost accountant under 
the Federal Government. 

Mr. Fuchs stands high as an accountant and asa 
municipal administrator—indeed, it is within the 
bounds of truth to say that his reputation passes 
far beyond White Plains. He is often called into 
conference with officials of other cities, for his 
experience and his success are matters of com- 
mon knowledge. 


AMES A. COUNCILOR, C.P.A. 
(Va.), is another Pace student who 
has made good in Government em- 
ploy. He is now an executive ac- 
countant in the United States Bu- 
reau of Efficiency, Washington, D. C., 
where his technical training and his accounting 
experience are of great value to the Government. 

Mr. Councilor was born thirty-four years ago, 
in Martelle, Michigan. After graduation from the 
Martelle High School, he attended the Waterloo 
Business College, at Waterloo, Iowa. Then he 
took a course in law at George Washington Uni- 
versity, Washington. 

After appraising his own qualities and inclina- 
tions, he reached the conclusion that Accountancy 
was the field that held out to him the best oppor- 
tunities for a successful business career. Accord- 
ingly, he enrolled in the Pace Course by Exten- 
sion, and completed it in the Resident School at 
Washington. He qualified for the Virginia C.P.A. 
examinations and passed them, receiving his de- 
gree in 1914. 

After leaving business college, Mr. Councilor 
was employed as a stenographer and bookkeeper 


[Forward to page 190 
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ment 


John T. 
Kennedy, 
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V orkmen’s 
Compensa- 
tion Law 


HE Federal Govern- 
ment has enacted a 
Workmen’s Com- 
pensation Law for 
its civil employees. This is in 
line with the general tendency 
among the several states, which 
have enacted compensation laws 

governing workmen in various industries. 

The provisions of the Federal Act are natu- 
rally a matter of interest to the public in general. 
These provisions are set forth in a pamphlet 
issued by the United States Employees’ Com- 
pensation Commission. The pamphlet, in so far 
as it contains the provisions, is quoted below: 

“Benefits Provided by Law. If a civil em- 
ployee of the United States sustains an injury 
‘while in the performance of his duty,’ he is en- 
titled to— 

“1, Medical, Surgical, and Hospital Service 
and Supplies, and Transportation, if Necessary, 
to Secure Them. Treatment must be obtained 
from United States medical officers and hospi- 
tals if practicable; if these are not available, 
then by physicians and hospitals designated by 
the Compensation Commission, a list of which 
will be found in the hands of the official 
superior, or head, of the establishment. Where 
there is no designated physician, or hospital, or 
United States medical officer, or hospital, any 
reputable physician licensed to practice medi- 
cine, or any hospital, may be employed. 

“2, Money Benefits While Disabled for Work. 
Beginning on the fourth day of disability, or 
if leave with pay is taken, then on the fourth 
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day after pay stops, and continuing through- 


out the entire period of disability. 

“If totally disabled, benefits to be at rate of 
two-thirds of the monthly pay (including value 
of subsistence and quarters, if furnished), but 
not more than sixty-six dollars and sixty-seven 
cents nor less than thirty-three dollars and 
thirty-three cents per month, except when the 
monthly pay is less than thirty-three dollars and 
thirty-three cents, in which case, the monthly 
compensation shall be the full amount of the 
monthly pay. If partially disabled, benefits to 
be at rate of two-thirds of the loss of wage-earn- 
ing capacity caused by the injury. If loss of 
wage-earning capacity is permanent, compensa- 
tion is payable till death. 

“3, Burial Expenses in Case of Death. Burial 
expenses not exceeding one hundred dollars, 
and transportation of body of resident of United 
States dying away from home station, if rela- 
tives desire it. 

“4. Money Benefits in Case of Death. To 
widow, or wholly dependent widower, 35 per 
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cent. of monthly pay of deceased 
employee, until death or remar- 
riage; and, in addition, for each 
child under eighteen, 10 per cent. 
of monthly pay until death, marriage, or reach- 
ing the age of eighteen. 

“To one child under eighteen, if there is no 
widow or dependent widower, 25 per cent, of 
monthly pay. 

“To each additional child under eighteen, ro 
per cent. 

“To be divided among the children equally. 

“To be paid until death, marriage, or reaching 
age of eighteen, to child’s guardian. 

“Also compensation to parents, brothers, sis- 
ters, grandparents, and grandchildren, for eight 
years, or until death, marriage, or reaching the 
age of eighteen, if dependent on deceased, but 
total compensation can not exceed two-thirds of 
monthly pay of deceased, which monthly pay 
for computing compensation shall be considered 
to be not more than one hundred dollars nor less 
than fifty dollars, but the monthly compensation 
can not exceed the monthly pay. 

“No compensation is payable if the injury is 
caused by— 

(a) Willful misconduct. 
(b) Intoxication. 
(c) Intention to bring about injury. 


“rt, Report the injury to your immediate of- 
ficial superior without delay. 

“This is important to protect you in case of 
dispute. Also make note of the names and ad- 
dresses of those witnessing the injury. 

“2. Then secure first-aid treatment. Do not 
neglect the small injuries. Sometimes blood 
poisoning or permanent disability or death re- 
sults from neglecting a slight injury. 

“3, Treatment by the medical officer or dis- 
pensary of your establishment, or if there is 
none, by the physician or hospital provided by 
the Compensation Commission to treat injuries, 
will cost you nothing. Your official superior 
has a list of such physicans and hospitals, and 
will give you an order for treatment. 

“4. Claim for compensation should be made 
promptly. The blank form for this purpose may 
be obtained from your official superior. 

“s, An injured employee is entitled to have 
any claim for payment of compensation or 
medical or hospital service on account of an in- 
jury which he believes was sustained while in 
the performance of duty on or after September 
7, 1916, passed upon by the Compensation Com- 
mission.” 


Prompt action on disputed items and invoices is ad- 
vised. Unnecessary delays are often dangerous. 
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N these days of credit extension, 

almost every form of contract 
providing debt security is utilized. 
There may be property security, 
such as a pledge, a lien, or a mortgage. There 
may be also personal security—that is, either 
a contract of guaranty or a contract of in- 
demnity respecting a debt. As to these latter 
contracts, there are certain distinctions which 
may be vital to their enforcement upon default. 

Briefly speaking, a contract of guaranty is a 
promise to answer for the debt or default of 
another person. A contract of indemnity is one, 
the prime motive of which is to prevent the sus- 
taining of damage by the person to whom the 
promise is made. A contract of guaranty, being 
a promise to answer for the debt of another, 
must be in writing. Furthermore, notice should 
be given promptly of default, and a change in 
the form of the original contract ordinarily re- 
sults in relieving the guarantor. The law does 
not require that a contract of indemnity be in 
writing; and furthermore, the law is more le- 
nient in the matter of notice and changes in the 
obligation. 

Sometimes, a contract of indemnity and a con- 
tract of guaranty are difficult to distinguish. 
For example, a man might promise another to 
indemnify him if he will become a guarantor of 
a creditor. Ordinarily, this is a contract of in- 
demnity, although it closely approaches a con- 
tract of guaranty. So it is with contracts of 
credit insurance, which are indemnity contracts. 

Possibly the best means of ascertaining 
whether a contract is one of indemnity or one of 
guaranty is to inquire into the motives for the 
promise. In a contract of guaranty, the motive 
is to induce the extension of credit. In a con- 
tract of indemnity, the motive is to prevent the 
sustaining of loss on the part of the person to 
whom the promise is made. A contract of guar- 
anty may, as an incident, prevent the sustaining 
of a loss; likewise, a contract of indemnity may, 
as an incident, result in answering for the debt 
of another. If the main motive be to prevent 
the sustaining of loss, the contract is one of in- 
demnity; if the main motive be to induce the ex- 
tension of credit, then the contract is one of 
guaranty. This rule will enable the student to 
distinguish between these two kinds of con- 
tracts, with their varying consequences, in a 
large number of instances where the one borders 
on the other. 


IBERTY-BOND campaigns have aroused 
the interest of the public in the general 
question of bonds. Undoubtedly, most people 
are now familiar with the Liberty Bond, with 
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the coupon feature, and with the 
registered feature. There is, how- 
ever, an interest in the subject of 
bonds in general. 

A “bond” is merely a contract of indebtedness 
that is more formal than a promissory note. To 
be sure, this does not include all types and kinds 
of bonds, such as surety and guaranty bonds. 
It does, however, include such bonds as are used 
in the financing of corporations. 

There is a distinction between what is called 
the “single” bond and the bond with a “condi- 
tion.” Of these two, the bond with a condition 
may be regarded as the old-fashioned bond. 
Under the bonds longest in use, if a person gives 
the bond to insure the doing of a certain thing, 
the doing of the thing is distinctive from the 
bond itself. So in a bond with a condition, the 
debt is distinctive from the bond. The person 
then binds himself to pay the debt, the condi- 
tion being that if he pays it, the bond becomes 
null and void. This bond is usually made out 
in twice the sum of the debt, just as a bond to 
perform certain duties as a trustee would be 
made out, in most instances, for twice the 
amount of the funds to be handled. This 
higher amount is simply an amount out of which 
there may be recovered the debt and such other 
expenses as may be incidental to its collection. 

The single bond embodies the agreement to 
pay the debt itself. In other words, it is a single 
contract involving indebtedness. 

Just as the bond with a condition is the old- 
fashioned bond, so it is usually accompanied by 
the older of the forms of security. This form is 
the mortgage. Disadvantages may attend the 
realizing of the debt when it is secured by a 
mortgage, in that certain court procedures often 
must be resorted to which consume time and ef- 
fort. Furthermore, it was a form that would 
not operate well in case a number of creditors 
were to be secured. 

Single bonds, which are, ordinarily, the type 
issued by corporations, are usually secured by a 
deed of trust. Under this instrument, a number 
of creditors may be secured. Furthermore, the 
trustee may ordinarily sell the property immedi- 
ately upon defalcation of interest and principal, 
and thus avoid unnecessary delays. Sometimes, 
the deed even goes further, and permits of the 
trustee entering upon the property and operat- 
ing it for the benefit of both bondholders and 
proprietors. Many and varied may be the con- 
ditions which may be contained in the deed of 
trust, which fact makes that instrument vastly 
more effective than the older form of mortgage. 

A full consideration of a bond would neces- 
sitate, under modern conditions, a consideration 
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HIS Department ‘The 
does not publish 
answers to all of 
the questions re- 
ceived, but only to those which 
we deem to be of general inter- 
est to our readers. A com- 
munication, in order to receive 
attention, must contain the name and the ad- 
dress of the person asking the question. 


INDLY inform me as to just what is meant 

by “the amount invested in a business.” 
An accountant with whom I have discussed the 
question claims that it is the excess of assets 
over liabilities that is accounting capital. How- 
ever, I have always considered that the fund of 
assets represented the investment in the busi- 
ness, and that intangible assets representing 
capitalization of prospective earnings should be 
eliminated. Kindly give me your views on the 
question. 

“Capital,” in the general sense, is a term mean- 
ing that wealth used to produce more wealth. 
“Capital,” in the accounting sense, means the 
excess of assets over liabilities. Capital in- 
vested in the business, therefore, might be in- 
terpreted as the total asset fund; but the total 
asset fund would not be the investment of the 
proprietors in the business, since some of the 
capital would have been contributed through 
the fact that creditors would make advances of 
merchandise, bondholders would make advances 
of cash, or property, and the like. 

The accountant to whom you put the question 
evidently considered the proposition from the 
view-point of the proprietorship. If the assets 
on the Balance Sheet are all legitimate assets, 
and the liabilities are all shown, the investment 
in the business, from the view-point of the pro- 
prietorship, is the excess of assets over liabili- 
ties; and in a corporation, this is represented by 
the combined amount of capital stock and sur- 
plus. 

You state that it is your opinion that the in- 
vestment should be considered as the total value 
employed—that is, the total asset fund—exclud- 
ing intangible assets if they simply represent 
capitalization of expected earnings. In inter- 
preting a balance sheet in order to arrive at the 
true asset fund, it would, of course, be neces- 
sary to eliminate this “water.” 

Another element should be considered in con- 
nection with the suggestion that the total asset 
fund represents the investment in the business. 
This is that there are on the asset side certain 
receivables representing advances by each or- 
ganization to other organizations. Accord- 
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ingly, Smith might have a receiv- 
able for five thousand dollars; 
Brown might have the merchandise 
represented by the receivable stated 
as an asset. It can hardly be said that both are 
using the same five thousand dollars in their 
businesses, at least, not to the extent of the 
five thousand dollars in each case. To put it 
differently, there can hardly be ten thousand 
dollars of investment in the two concerns on 
the basis of this one transaction of five thou- 
sand dollars. This, it will be noted, complicates 
the situation somewhat. 

In regard to the term “Capital Investment in 
the Business,” as the term is used in connection 
with Governmental tax forms, the Government 
means, in general, the excess of assets over li- 
abilities. However, the Government also lays 
down specific rules for the valuing of certain in- 
tangible assets, such as Good-will, and reference 
must be had to the individual case to get the 
Governmental estimate of the actual investment. 


ILL you kindly inform me as to what 
form of check is best for the disburse- 
ment of cash in payment of the expenses of an 
organization such as a Schoolmasters’ Club? 
Also, your reasons for using the form suggested? 
A Voucher Check is advisable, as this check 
shows on its face the specific items for which 
it is given. The ordinary check, when endorsed 
and passed through a bank, constitutes a receipt 
for money, but does not constitute a receipt for 
specific items. This objection is overcome when 
a Voucher Check is used. The treasurer of the 
organization should sign the check, and it is ad- 
visable that a counter-signature of some other 
officer, such as the president, be also obtained. 
The adoption of the counter-signature pro- 
cedure acts as an internal check upon the cor- 
rectness of the disbursement, and therefore the 
division of responsibility tends to prevent mis- 
appropriation of one kind or another. 
I WOULD appreciate an answer through The 
Pace Student to the following question: A 
contends that in the case of a corporation 
erecting an office-building on leased ground, the 
corporation can properly charge off the entire 
cost of the construction of the building to Ex- 
pense the first year. A also contends that this 
procedure would be proper under abnormal 
conditions, where there was an exceedingly 
heavy demand of a temporary nature, neces- 
Sitating the acquiring of additional buildings 
which might be unnecessary after conditions 
were again normal. B contends that this pro- 
cedure is improper, and not in accord with 
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correct accounting principles, for 
the reason that all buildings, 
whether office or plant, together 
with the necessary equipment, 
represent an asset, and should show at cost on 
the books. 

The accounting principle involved depends 
upon the answer to this question: Has the office- 
building mentioned any value to the organiza- 
tion? A building erected on leased ground is 
worth to the organization the cost of the build- 
ing, less any value expiring since the erection. 
The building, presumably, was erected for the 
purpose of providing housing facilities for the 
life of the lease. The correct accounting prin- 
ciple is to carry the building on the books at 
cost, less the value which has expired due to the 
efflux of time. If the lease has not expired, and 
the building is still in use, there is still a re- 
maining value to the corporation, which can be 
carried as an asset. 

The question of expediency, however, enters 
in. If there are reasons why it is expedient to 
charge the cost of this building to Expense, the 
question of expediency will ordinarily outweigh 
strict accounting principles. There can be no 
question, however, that, technically, the position 
which B takes is the correct one. 


CONCERN issued coupons to its custom- 

ers which are redeemable in merchandise. 
The contingent liability on account of the re- 
demption is taken care of by a reserve. Kindly 
inform me as to whether the instalments as to 
this reserve are deductible under the Income- 
Tax Law. 

Only the actual cost of printing the coupons, 
and the actual cost of the merchandise given in 
redeeming them is deductible. A reserve set up 
equal to the redemption value of the coupons is 
not deductible. Although the regulations are 
silent on the point, cost connected with the dis- 
tribution of the coupons and the redeeming of 
them would appear to be deductible. 


WAS interested in reading the editorial on 

“Overestimating Subordinates,” in the Au- 
gust number of The Pace Student. Do you not 
think that many executives have a tendency to 
underestimate subordinates? My experience has 
been that many subordinates, if properly trained, 
could perform more tasks and relieve the execu- 
tive of more details. Have you not found this 
condition to exist? 

Both conditions exist. The editorial in ques- 
tion was concerned with only the one condition 
of the executive who overestimates. There is 
less underestimating of subordinates in these 
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days than formerly. Progressive 
corporations are making special ef- 
forts to train their subordinates to 
take higher posts. These organiza- 
tions ordinarily encourage the subordinate to 
act upon his own initiative. Despite this, it is un- 
questionably true that many executives under- 
estimate the abilities of subordinates, which is 
as much a fault as overestimating these abilities. 
Probably the best method is to test the sub- 
ordinates and thus ascertain their capabilities. 


ILL you please explain the following 
terms to me, as applied to corporations, 
partnerships, etc., in tax reports: 
Income 
Excess Profits 
War Profits 

Congress has passed laws levying three dis- 
tinct kinds of taxes on income and profits. The 
first law was passed September 8, 1916, and is 
called the Income-Tax Law. It levies certain 
taxes upon income. On October 3, 1917, Con- 
gress passed a War Excess-Profits-Tax Law 
which, in part, amended the law of September 
8, 1916, and, in addition, levied additional taxes. 
Both these laws cover taxation on general in- 
come. On October 3, 1917, Congress passed an 
Excess-Profits-Tax Law, which levies a tax 
upon all income which is in excess of a certain 
percentage of the invested capital. 

The various complications involved are so de- 
tailed in their nature that reference must be had 
for specific points to the laws themselves, and to 
the rulings which have been made by the Trea- 
sury Department. 


| ED es the receiver of a railroad, upon assum- 
ing charge of the property, take a com- 
plete inventory of all of the properties? 

No, because as a practical matter this would 
be out of the question. Inventories may be taken 
of certain of the supplies, but an attempt at find- 
ing the value of the entire property is not made. 


HAT is the correct pronunciation of ad- 
dress? 
The word should be pronounced “a-dréss’.” 
Note that the accent falls on the last syllable. 


INDLY criticise the following sentence: 
He laid down for a short rest. 

The sentence should read: He Jay down fora 
short rest. Lay is the past tense of the intransi- 
tive verb lie. Its principal parts are lie, lay, 
lying, lain. 


S it correct to say a historian? 
Say either a historian or an historian. 
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ET somewhere! Set 
a goal and head for 
it! Note that long, 
gray steamer plow- 
ing noiselessly down the river. 
To-morrow morning it will dock 
in Boston—that is its objective, 
and it will get there. Look at 

that tug noisily darting here and there and giv- 

ing the impression of tremendous activity. To- 
night it will tie up at the same pier from which 
it set out this morning. 

Which of these craft suggests an analogy to 
your business career? Are you determinedly 
and efficiently pushing ahead in mental power 
every day, and making a more advanced men- 
tal anchorage every night, or are you fussily 
chugging about all the time and returning 
to the same mental pier 
night in and night out? 
Think of the steamer—quit 
resembling the tug—and 
get somewhere, mentally! 
Then you will get some- 
where, financially. 


MUST be a poor execu- 
tive,” I said petulantly, 
in a moment of pressure, to 
a close friend who had 
called for a chat on a busi- 
ness matter. “I always 
seem to be just behind the 
accomplishment of many 
things I’m trying to finish.” 
My friend is an optimist, 
glory be! He is also tactful 
and usually truthful. So 
his rejoinder gave me much 
encouragement: “Remember that the fellow 
who’s always caught up is usually being led by 
a slack tether.” I’ve repeated that remark— 
almost a business aphorism, isn’t it?—to myself 
several times since, and I feel it’s substantially 
true. 

For after we’ve had our little say about “big 
executives” never being busy or never seeming 
to be busy (which, superficially speaking, is the 
same thing), and after we’ve made our sapient 
gibes at the man who is so busy that he runs 
around in circles, the fact remains that our work 
is never done if we are worth our salt as think- 
ers, planners, and doers. Of course, we must 
systematize and delegate and supervise and all 
that; but as for “cleaning up” everything that 
we hoped we could do on any given day, have we 
ever honestly done that? 

And so let’s take heart, fellow-executives. 
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Let’s do everything we can do in 
the course of a day or a week—do 
it as intelligently, as efficiently, as 
speedily as we can; but let’s not get 
nervous indigestion because the sun sets on 
many things that are still undone, for “the fel- 
low who’s always caught up is usually being led 
by a slack tether.” — 
iY HERE is a certain amount of pay dirt in 
every man, and it is the job of the execu- 
tive to work that streak of pay dirt as long as 
the proportionate returns are large enough to be 
profitable. If it falls below that mark, effort is 
wasted and new material should be sought.” 
The above is quoted from a recent magazine in- 
terview with Charles H. Sabin, president of the 
Guaranty Trust Company, of New York. There 
is food for thought here on 
the part of both employer 
and employee. A big execu- 
tive problem—perhaps the 
biggest one of all—consists 
in selecting men and women 
with such care, and then in 
stimulating them to their 
best efforts with such tact, 
that the organization main- 


tains a high and steady 


standard in quantity and 
quality of output. And this 
result is always primarily a 
matter of finding and work- 
ing the “pay dirt” in the 
‘organization staff. 

So far as the employee is 
concerned, the “pay-dirt” 
idea has an intimate bear- 
ing upon his advancement. 
The wider and deeper he develops his native 
lode of pay-dirt,” the larger the responsi- 
bilities he can assume and discharge, and the 
higher the salary he will receive. Therefore, if 
we have high hopes regarding our economic 
futures, it behooves us to give honest attention 
to developing the “pay-dirt” aspect of our physi- 
cal, mental, and moral potentialities. 


ON’T be an echo of another man’s hurrah! 

The business world is divided into two 
classes of folks—those who set objectives, blaze 
paths, and drive forward resistlessly, never ad- 
mitting the existence of permanent obstacles; 
and those who trail behind, do only what they 
are told or expected to do, and attain whatever 
success that comes to them by clinging to some- 
body else’s coat tails. Hurrahing—the exultant 
joy of accomplishment—belongs to leadership, 
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to directed initiative. The hurrah- 
ing that comes from the lips of 
followers, of those who let others 
do their thinking for them, is a hol- 
low sort of thing, lacking in spontaneity—little 
more than an echo is it. Therefore, if you 
would later hurrah in pride and glee, think, 
plan, initiate, accomplish now! 


ifteen 4 IFTEEN minutes longer!” This is a slo- 
inutes gan that compels success. Victories are 
nger seldom won during the first half of an evenly 


matched struggle, or even during the first three- 
quarters of it. Think of the football contests 
that have been scoreless till the last five or ten 
minutes of play, when the team with the greater 
stamina has made a touchdown. Think of the 
baseball games that have been tied till the ninth 
inning, when a pinch hitter has singled and 
driven home the winning run. 

Consider the present phase of the great war. 
After months and years of defensive resistance, 
the Allies have doggedly taken the initiative and 
are now driving the foe back toward the Rhine. 
Everywhere the military and the psychological 

advantage rests with the Entente; and this is 
due to the fact that at no time has any of the 
Allies thought of doing anything except hang- 
ing on grimly and persistently until the tide of 
battle should flow to their advantage. Symboli- 
cally speaking, it is the principle of fighting 
“fifteen minutes longer” that is putting the 
foe to rout and making the world safe for de- 
mocracy. 

Of course, the principle has a personal applica- 
tion. Its observance has often changed seeming 
failure into immediate and enduring success. 
And so let us bear in mind what “fifteen minutes 
longer” symbolizes in our thinking and doing. 
It is this kind of spirit that finally crumbles 
obstacles and makes triumphant progress and 
advancement possible. 


—eEeEeEeEeEeEeEeEeEeEeEeEeEeEeEeEeEeEeEeEeEeEeEeEeEeEeEeEeEcEeEeEeEeEeEeEeEeEeESCOeEeEeEeEeEeEeEeEeaeaeEeEeEeoeEeEeoeEeEeeeeeeeeeeeeeeeeeeeeeeeeeeeeEeEeEeeeeeeeeeeeeeeeeeeeeeeeeeeeeee ne 


The CCOUNTANCY, as used by the Germans, 
German affords another example of their peculiar 
Mind psychology. An accountant, who has audited a 
number of books, finds that they use a different 
method of control from that adopted by the 
English and American accountants. The Ger- 

man method seems to be a complete repetition of 
detail, in several sets of books, sometimes, but 

not always, reclassified in another form. Ap- 
parently, they do not use to the full extent the 
principle of summaries to effect control, as do 

the English and Americans. In this, their 
method is almost identical with that employed 

in battle. There they are favorable to the mass 
attack, to multiplied force, as the means of at- 
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taining objectives. Just as they 
lack the elements of economy in the 
use of men, when economy inter- 
feres with this principle, so they 
fail to economize effort in securing control of 
accounting records. Their language shows the 
same tendency, in that they add words onto 
words to make new words expressing variations 
of meaning, instead of having different words. 
World conquest, in their conception, was simply 
contingent on having a more powerful military 
machine in men and in equipment than any other 
nation. With this machine they would dominate 
the world, because all of their psychology is 
centered around the worship of force, of multi- 
plied units, in one form or another. The in- 
teresting thing about it all is the many varied 
forms manifesting this peculiar consistency in 
the working of the German mind. 


S your concern furnishing jobs for your em- Building 

ployees, or is it building life for them? Life for 
There’s a difference—a big one. If you think Employee: 
of your employees—men and women, and act 
toward them only as if they were so many auto- 
mata, SO many cogs in your operating machin- 
ery, it makes little difference what you pay them 
—you are simply giving them jobs. If, on the 
other hand, you try to humanize your business 
by showing your employees that their individual 
welfare—physical, mental, and moral—means 
something to you, you are helping to build life 
for them. 


Suitable 
Language 


UITE often the purpose to be accomplished 
by the language used to express a thought 
is completely nullified by the manner of expres- 
sion. For example, a poster recently appeared 
in the street cars of a certain city respecting the 
influenza epidemic. In the center of this poster 
in large letters were the words, “DON’T BE 
SCARED TO DEATH. MANY HAVE 
BEEN.” These words were apparently intended 
to relieve the minds of people of anxiety which 
might undermine their systems and destroy 
their power to resist the disease. If this was 
the intention, it was negatived by the typo- 
graphical display of the poster in question. Sur- 
rounding the poster was a black border, a man- 
ner of typographical display always associated 
with death. So it is with oral expression, the 
features may minimize the effectiveness of the 
words. “Good morning,” said with a frown, or 
in a sharp incisive manner, loses all the effect 
of a greeting. 
Language should be dressed with the forms of 
expression best calculated to serve the purpose 
of the speaker or writer. 
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able 


Elmer O. 
Stevens, 
C.P.A. 


HE work of verify- 
ing the Accounts 
Receivable is a very 
important part of 
the work of an auditor. So many 
things must be taken into con- 
sideration, before deciding the 
steps to be taken in order to do 
this part of the work, that it is impossible to 
formulate rules to be followed in all cases. 

Furthermore, the verification of the receiv- 
ables verges closely upon the verification of the 
assets. It is not intended to cover every possible 
form in which the verification might be ex- 
tended. So far as detecting peculations by em- 
ployees, the discussion will only be incidental. 
In the main, the question of valuation will be 
discussed, which in itself necessitates the ascer- 
taining that receivables, in the amount stated on 
the books, actually exist. Assuming that the re- 
ceivables do exist, then there is the question as 
to how far the value, as stated in the books, is in 
excess of the actual value. This is determined by 
an estimate, taking into consideration a number 
of factors. Among these will be considered (1) 
deductions forbad debts; (2) deductions by reason 
of extraordinary cashdiscountstobe allowed; (3) 
deductions by reason of possible adjustments 
arising out of the nature of the sales contract. 

The best method of ascertaining whether or 
not the amount of theindebtedness of the custom- 
ers appears correctly in the books is to obtain 
from each customer a confirmation of the amount 
of his indebtedness. In a great many instances, 
it is not feasible to obtain such confirmations. 
The client may not wish to bring to the atten- 
tion of his customers the fact that his business 
is receiving the attention of an auditor. He may 
fear that the effect on some of his customers 
may result in a loss of their patronage. He 
may advance many other reasons for not want- 
ing the auditor to verify the account by means 
of obtaining a confirmation from each of his 
customers. 

On the other hand, the client may wish to have 
the customers’ accounts verified in this manner. 
His reasons for desiring it may be different from 
those of the auditor. In one instance, the client 
was very insistent that each customer should re- 
ceive a request from the auditor for a confirma- 
tion of the balance of his account. In the be- 
ginning he had been somewhat reluctant to con- 
sent to the procedure, but afterward made a 
special request to have it done as part of each 
annual audit. He stated that while the request 
for information, sent to the customer by the 
auditor, was worded in a manner to make clear 
that it was not a request for payment of the ac- 
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count, many of his customers had 
the account brought to their atten- 
tion in a different manner than 
usual, with the result that remit- 
tances were received much more promptly than 
at other times. 

When conditions will permit sending requests 
to the client’s customers for a confirmation of 
their accounts, it is customary to use a printed 
form, which clearly states the reason for request- 
ing the information, together with the balance of 
the account. This request should be signed bythe 
client, and it should contain a statement that it 
is not a request for payment. The form should 
be perforated, thus providing a sheet that may 
be used by the customer in his reply. This reply 
should be mailed direct to the auditor in an ad- 
dressed stamped envelope, which is sent to the 
customer with the request. A form properly 
filled out and signed should be sent to every 
debtor having an open account on the date of the 
Balance Sheet. 

A schedule of Accounts Receivable, prepared 
from the forms before mailing, should contain 
the names of customers and the balances of their 
accounts. The total of these balances must 
agree with the amount of Accounts Receivable 
shown on the books. 
on the schedule to enter such data as may be 
furnished by the replies received. Not all of the 
customers will send replies. Seventy-five per 
cent. is a fair percentage of returns. 

The result of mailing such requests to the 
customers will not furnish all the information 
necessary to make a complete verification of the 
accounts. Other steps must also be taken to pre- 
vent an overstatement of the asset value of Ac- 
counts Receivable. The terms of sale should be 
ascertained, and past due accounts should be 
given particular attention. The ability to pay 
of debtors who have allowed their accounts to 
become past due should be inquired into. The 
credit files very often will furnish much help- 
ful information. An examination of correspon- 
dence frequently throws light upon the asset 
value of the accounts. Those accounts which 
have been selected for special consideration 
should be discussed with the client, in an effort 
to-avoid including worthless items among the 
assets. 

All these factors must be taken into considera- 
tion in determining the collectability of ac- 
counts as shown on the books. Having taken 
these steps, the auditor may also consider the 
experience in collecting accounts in the past, 
and finally make his estimate as to the amount 


of Accounts Receivable which will not be col-. 


lectable. 
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In most lines, cash discounts to 
be allowed on existing receivables 
‘do not constitute a basis for a de- 
duction from the receivables. Ordi- 
narily, the amounts which will be given in the 
way of discounts are small, considering the 
volume. There are cases, however, where 
the cash discounts are extraordinarily large in 
character, and where such provision should be 
made. 

In this connection, it is desirable to state that 
trade discounts are not contemplated. Trade 
discounts are deducted from prices, and merely 
constitute an adjustment of the prices. Never- 
theless, these extraordinary cash discounts in 
point of amount may become large and of im- 
portant bearing upon profit results. In other in- 
stances, the time within which discount is al- 
lowed is quite long. 

As an example of this, the following terms 
might appear on the invoices in certain cases: net 
one hundred and twenty days; three per cent. 
ninety days; five per cent. sixty days; seven per 
cent. thirty days; ten per cent. ten days. It will 
be noted that these are gradations of discount 
covering a lengthy period of time. Under these 
circumstances, a reserve is sometimes set up to 
cover anticipated discounts. 

Another example is that of a certain sewing 
machine company. On some of the types of 
machines sold, there was a discount of one dol- 
lar, if paid within thirty days. At the close 
of the accounting period, this concern would 
set up a reserve covering the anticipated dis- 
count. 

Some lines vary prices in accordance with the 
quantities taken under given contracts. As an 
example, we may take periodic advertising. If 
during a year, sixty thousand lines were used, 
the rate would be thirty cents; if eighty thou- 
sand lines were used, the rate might be twenty- 
eight cents; and if one hundred thousand lines 
were used, the rate might be twenty-six cents. 
The base rate of this contract would be thirty 
cents per line.. The first advertising would be 
charged up at this rate. Should the advertiser 
use eighty thousand lines, then there would 
have to be an adjustment as to the earlier charge 
at the thirty-cent rate. The same would occur 
in case he used one hundred thousand lines. 

It might well happen that contracts of this 
kind would be pending at the time of the clos- 
ing of the books. Accordingly, the receivables 
would contain charges which would be subject 
to subsequent adjustment by reason of the vary- 
ing rates. Unless provision was made for these 
subsequent adjustments, profits would be over- 
stated by that amount. Therefore, a deduction 


PACE STUDENT 


November, 1918 


187 


must be made from the receivables 
representing an estimate of the 
amount ultimately to be adjusted. 

The accompanying schedule does 
not cover all of these complications, but merely 
the result of the effort to receive confirmations 
from the customers. It will be noted that under 
the “Comment” heading, various facts are set 
forth of value to the auditor. For example, in 
some instances the customer claims a discount 
which the management will not allow, while in 
two other instances, the debt is in dispute. 
These afford ground for investigation by the 
auditor to ascertain the possibility of reaching 
a settlement. 

The column “Amounts Past Due” may be 
amplified. For instance, the time past due may 
be classified. There might be columns for over 
thirty days; over sixty days; over ninety days, 
and so on. Such an amplification would assist 
the auditor in finally reaching his conclusion as 
to the amount to be deducted for reserve. 

This illustrates in the main the steps to be 
taken in connection with the verification of the 
Accounts Receivable. Other features of veri- 
fication, in special instances, will be discussed in 
subsequent issues. 

See schedule on the following page. 
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ERY often it is 

desirable to in- 
corporate a short 
conversation in 
letters and book- 
lets—usually in 
those that aim to 
arouse immediate 
action on the part 
of the reader. 
Such conversations should bear di- 
rectly upon the central theme of the 
letter or the booklet—should help 
to illustrate the point and drive it 
home. Particular care should be 
used in order to make the conversa- 
tions true to life, so that the reader 
will unconsciously say to himself, 
“That’s certainly true.” Conversa- 
tions that seem far-fetched in re- 
spect to content or style will do the 
cause of the writer far more harm 
than good. 

Examine the two conversations 
that follow: 

Central theme—The Productive 
Use of Personal Overtime. 

Some time ago I had occasion to 
travel by train from New York to 
Boston. In the seat directly in 
front of me sat two young men. 
The boisterous vigor of their con- 
versation and the cheap up-to-date- 
ness of their personal attire pro- 
claimed them to be office clerks of 
the now-and-forever type. I could 
not help listening to their conversa- 
tion; and I soon gathered that they 
were in the employ of two different 
brokerage houses in New York, and 
were on their way to Boston to de- 
liver in person some documents of 
importance to out-of-town custom- 
ers. A part of their “line of talk” 
—to use their own words—gripped 
my attention. Let me reproduce 
the substance of it. Not knowing 
the young wiseacres’ names, I will 
speak of them as Number One and 
Number Two. 

“You remember ‘Plugger’ Jones,” 
began Number One, “that red- 
headed little runt that was with 
your house for a couple of years 
and then came to us? Wha’d’ya 
s’pose he’s doin’ now?” 

“Give it up,’ responded Number 
Two. 

“Well, he’s just entered the Co- 
lumbia School of Mines. Goin’ to 
study to be a mining engineer. 
Wha’d’ya think o’ that?” 

“Hiow’d he pass the entrance 
exams?” queried Number Two. 
“He never went to high school and 
only part way through elementary 
school. ‘Had to go to work when 
he was a kid,’ I remember he said.” 

“TI saw him the other day,” replied 
Number One, “and he said he’d been 
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goin’ to night school, and had passed 
off all except five of his Regents’ 
counts, and he was goin’ to pass 
them off later, on what he called ‘a 
condition exam.’” 

“He sure was the boob, though, 
when he was with us,” added Num- 
ber Two. “Always too busy to go 
out with the fellows; liked baseball, 
but always too busy even to stop 
and follow the score-board. Any- 
body’d think he was the boss to see 
how busy he always pretended to 
be.” 

“That’s right,” supplemented 
Number One. “He was always too 
busy to get any fun out of anything 
when I knew him. Dick Williams 
used to try to get him to go down 
to Coney Saturday afternoons, but 
he never’d go. Always said he ‘had 
to plug.’ That’s the way he got his 
name of ‘Plugger’ Jones.” 

“Well,” yawned Number Two, to 
whom the conversation was clearly 
becoming too sustained and analyti- 
cal to be interesting, “let’s forget 
‘Plugger.’ If boning over books is 
his idea of the way to enjoy life, 
it’s his own funeral. Nix for mine. 
Nothin’ to it.” 

“Plugger” Jones has run through 
my mind ever since. I feel I’d like 
to shake his hand and look him 
squarely in the eye and say, “Young 
man, you may be a ‘boob’ now, in 
the eyes of the countless hordes of 
young fools of the Numbers One 
and Two stripe, but you'll see the 
day when they and their tribe will 
be trying to get past your office boy 
to find out whether you'll use your 
influence in securing them some 
kind of job.” 

They probably will begin their re- 
quest with, “Is Mr. Jones busy? 
Please tell him that a couple of old 
friends would like to see him for a 
minute.” There will be respect in 
their voices, and a furtive fear of 
denial on their faces. And “Plug- 
ger” Jones—widely known as Wil- 
liam A. Jones, consulting engineer, 
hours ten to three—will be likely to 
send out this word, “Sorry, but I 
have no position to offer, and I am 
too busy to-day to see anybody on 
personal matters.” Then Number 
One and Number Two will slink 
away with a mumbled “We'll p’r’aps 
call again,” not daring to voice their 
opinion that “Plugger” Jones always 
was “a stuck-up gink” till they are 
well out of earshot.—Booklet: 
Your Personal Overtime. 
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Central theme—Handling Men. 

My immediate task is to dig a 
ditch along the outer side of the 
rotting planks, so that they can be 
removed and replaced by new ones. 
I am now alone on the job, for the 
farmer’s work calls him elsewhere. 
The experience in the sewer-ditch 
at Middletown is all to my credit, 
and my spirits rise with the discov- 
ery that I can handle my pick and 
shovel more effectively and with 
less sense of exhaustion. And then 
the stint is my own, and no boss 
stands over me as a dishonest work- 
man, At least I am conscious of 
none, and I am working on merrily, 
when suddenly I become aware of 
my employer bending over the ditch 
and watching me intently. 

It is a face very red with the heat 
and much bespattered with the mud, 
into which my tools sink gurglingly, 
that I turn up to him. 

“How are you getting on?” 

“Pretty well, thank you.” 

“You mustn’t work too hard. All 
that I ask of a man is to work 
steady. Have an apple?” 

He is gone in a moment, and I 
stand in the ditch eating the apple 
with immense relish, and thinking 
what a good sort that farmer is, and 
how thoroughly he understands the 
principle of getting his best work 
out of a man. He has appealed to 
my sense of honor by intrusting the 
job to me, and now he has won me 
completely to his interests in show- 
ing concern in mine.—Wyckoff: 
The Workers. 

The foregoing illustrations show 
the desirability of setting forth a 
general truth in narrative form, sup- 
ported by an actual or a possible 
conversation. The specific occur- 
rence or picture makes a far deeper 
impression upon the mind of the 
reader than does the general expo- 
sition or argument. And since the 
purpose of much business writing is 
to rouse interest and thereby secure 
attention on the part of the reader, 
the use of conversation is com- 
mended as an effective means to this 
end. 


L. S. KEMPER, Pace Institute, 
Washington, has recently been ap- 
pointed chief clerk of the finance 
division of the Emergency Fleet 
Corporation. 


MRS. R. W. WILSON, of Mont- 
clair, New Jersey, is another Pace 
student who has taken a position 
with a firm of accountants. Mrs. 
Wilson is now assistant bookkeeper 
with Lovejoy, Mather, Hough & 
Stagg, at 55 Liberty Street. 


Biographi- 
cal Snap 
Shots 


(Continued ) 


M. Kelley, 
A.M. 


for the Waterloo (Iowa) Gas & 
Electric Company, and later in the 
same capacity for the Illinois Cen- 
tral Railroad. He then secured an 
appointment at the Rosebud Indian 
Reservation, South Dakota. Later 
he was transferred to the Standing 
Rock Indian Reservation, North 
Dakota. 

Since 1913, Mr. Councilor has 
been employed continuously by the 
United States Government in audit- 
ing, accounting, organizing, and 
systematizing work in various bu- 
reaus and departments. His duties 
have been chiefly constructive in 
character. 

Mr. Councilor made a splendid 
record as a student; he has made 
a splendid record as an accountant 
and executive; and those who know 
him best prophesy that he has by 
no means reached the limit of the 
opportunities that his developed 
abilities will bring within his reach. 


N an article recently published 
by a New York paper, during the 
Liberty-Loan Campaign, there 

appeared some concise and helpful 
suggestions from the United States 
Treasury for those who were pre- 
paring to make speeches in order to 
sell Liberty Bonds. The special ad- 
vice was to plan carefully; to be 
consecutive; to be specific; to ap- 
peal to both the emotions and the 
intellect; to be adaptable; to be 
forceful in presentation; and, above 
all, to remember that the definite 
object of the speech and the test of 


its success was to sell bonds. 


The outstanding implication of 
these directions signifies that prepa- 
ration is the basis of effective pub- 
lic speaking. What is public speak- 
ing? It is speaking to a collection 
of individuals with the purpose of 
conveying thought, of moulding 
opinion, and of awakening feeling. 
You are to speak to ten, one hun- 
dred, or one thousand people col- 
lectively—your audience. Your 
speech may be a formal address to 
a large audience; it may be a talk 
to a small group of persons inter- 
ested in a particular matter in which 
you are also interested; or it may 
be a report to an executive. 

How can you speak most effec- 
tively to your audience for the pur- 
pose of instructing, convincing, or 
persuading? Be absorbed by your 
subject; do not be afraid of doing 
poorly, and do not assume that you 
are doing well. Do not apologize, 
go straight ahead in a conversa- 
tional tone as though your audience 
were a friend. Be a good con- 
versationalist by conveying and 
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lodging your thought through clear- 
ness, directness, simplicity, and sin- 
cerity. 

The problems of public speaking 
include the material (thought), the 
agent (speaker), and the audience 
(hearers). Space will not permit us 
to take up all of these matters; so 
for the purposes of this article, let 
us consider the preparation of a 
speech. 

To have something to say is the 
justification of public speaking, and 
success depends upon skill in the 
acquisition of material. Effective 
thinking is the first practical step, 
and specific reading is the second 
step. Whenever a subject is fa- 
miliar to a person, either through 
observation or through reading, he 
must decide what the trend of his 
speech as a whole shall be. He 
must grip the central thought in a 
nutshell, and subordinate the intro- 
ductory, explanatory, and modifying 
ideas. The controlling ideas must 
disclose the theme in key-words or 
key-sentences which will dominate 
the expression. Only by pondering 
over a topic, examining it in its 
various aspects, weighing, and mak- 
ing comparison, can the mind attain 
the singleness of aim so necessary 
to an effective delivery. By doing 
his own thinking, and by question- 
ing himself, a speaker stamps his 
individuality on his work and gives 
character and originality to his 
utterances. To the unpracticed 
thinker, this “self-interrogation” is 
slow and laborious. In his book 
“Effective Speaking,” Mr. Phillips 
is especially helpful in suggesting 
that a speaker should invent a series 
of questions that would force from 
him with directness the ideas that 
he may have upon the subject. 

The first questions then are: 
What does my subject mean? What 
can I include? What shall I ex- 
clude? This procedure gives the 
necessary opportunity for explain- 
ing in full the whole scope of the 
subject. Sometimes, it is good to 
give the reason why your subject is 
a timely one, and mention the occa- 
sion or condition which gives rise 
to a consideration of the subject. 
At a meeting of your own lodge or 
society, your hearers would not be 
interested in your using much time 
on such a formal subject as, “Re- 
solved, That Federal Control of 
the Railroads in the United States 
is Desirable.” It is conceivable, 
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however, that they would be inter- 
ested in “The Advisability of the 
Foundation of a Sinking Fund for a 
Permanent Building.” In preparing 
your address, you would define 
“sinking fund” and would tell why 
your subject should be discussed at 
that special time. You would also 
explain “permanent building.” Why 
a sinking fund was necessary and 
why a permanent building was de- 
sirable would naturally be questions 
of importance. Some attention 
should be given as to how the sink- 
ing fund would be conducted, how 
the permanent building would be 
acquired, where it would be located, 
and who would be responsible for 
the whole project. By answering 
these questions, you would find 
that you had broadened out your 
subject and had covered the vital 
points. 

Some subjects may require more 
than your individual thinking, and 
you may find it advisable to look for 
more material. Your reading would 
then begin. You would look for 
illustrations to prove your points, 
and would select references which 
would help to establish the fact of 
your assertions. You would also 
be on the lookout for matters of 
comparison. Real estate in New 
York City is higher than in Hong 
Kong. Why? Actual experiences 
in,the housing problems of other so- 
cieties vary. Why? Practice makes 
proper selection from reading effec- 
tive, and trains the memory through 
the attention to, and concentration 
on, specific points. Retention of 
such points will help you in the final 
drafting of your speech and in your 
presentation. 

If a more expansive and analyti- 
cal treatment of your subject were 
necessary, such phases as the spir- 
itual meaning, the intellectual sig- 
nificance, and the moral influence 
could be combined with the scien- 
tific importance, the commercial 
value, the social relation and so on. 
This would be the basis of a long 
and exhaustive study. 

At all events, when your material 
is gathered, your next step is to give 
attention to its arrangement. Your 
mental or written outline is now 
necessary. By briefing the speech 
and committing the important parts, 
you are ready to give the material 
your own personal expression, and 
to acquire the right mental attitude 
toward your message and your audi- 
ence. Fortunate, indeed, is that 
speaker whose first efforts are di- 
rected along right lines, and whose 
first experiences occur under help- 
ful conditions. 
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of the terms of the deed of trust. 
Investors do not do this, but largely 
depend upon the integrity of the 
organization issuing the bond, and 
likewise of the brokers. In many 
instances, an investigation by an 
accountant must cover a broad field, 
and an examination of the deed of 
trust would be an essential step. 
This would occur, naturally, more 
frequently in the auditing of the 
books of a corporation indebted on 
the bond than in the auditing of the 
books of a corporation holding the 
bonds of another corporation. 

The bond is a sealed instrument. 
Usually, it is a long-time obligation. 
As a sealed instrument, there is a 
longer period of limitation in case 
of default of the organization issu- 
ing the bonds. Moreover, a sealed 
instrument is more closely inter- 
preted according to its terms than 
an unsealed instrument. By this I 
mean that outside evidence is not 
so readily admitted by the courts to 
explain and amplify its several con- 
ditions. Both of these are desir- 
able from the standpoint of a long- 


time obligation. 


Bonds vary in kind and character, 
but the intention here is merely to 
explain some of the main legal 
features. 


T is an inspiring sight to stand 
on a street corner in Washing- 
ton about eight o’clock of a 

brisk fall morning and watch the 
thousands of war workers hurrying 
to their tasks. Women predomi- 
nate. It is useless to try to count 
them; they pour from the crowded 
cars and are soon swallowed up in 
the long gray buildings that stretch 
for blocks, often on both sides of 
the street. 

I shall try to give you in this 
brief article some idea of the work 
that Pace Institute, Washington, is 
doing for the hundreds of men and 
women who, for the duration of the 
war, at least, are making Washing- 
ton their home. 

These war workers are represen- 
tatives of all classes of people from 
all parts of the United States. 
Many are college graduates with 
doctor’s degrees and years of pro- 
fessional training and experience, 
while others have but little aca- 
demic education, but are working 
to their utmost to facilitate the 
business of government in these 
strenuous times. Some of the war 
workers are performing highly spe- 
cialized technical duties, while 
others are efficiently doing their 
work as clerks and office assistants. 

Office hours in the Government 
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offices are approximately from nine 
in the morning till four-thirty in the 
afternoon, with a half hour for 
lunch. This leaves the workers with 
long evenings at their disposal. As 
many of them, especially the young 
men and women, are directly from 
school, it is but natural that they 
should look about them soon after 
their arrival in Washington for the 
means of continuing their educa- 
tional work. The fact that they are 
performing Government tasks does 
not deter them from utilizing the 
spare time at their disposal, in order 
that they may perform their work 
more efficiently and prepare them- 
selves for after-the-war responsi- 
bilities. 

One might naturally assume that 
the students in any evening school 
in Washington to-day are drawn 
from the civilian ranks. This, how- 
ever, is not the case. In the Wash- 
ington School several of the stu- 
dents are commissioned officers, 
while in practically every class, men 
in uniform are earnest students. It 
is something of a reflection on those 
in civil life who have spare time at 
their disposal if they do not utilize 
it to the fullest, in view of the fact 
that many men in military and naval 
service whose hours are much 
longer than those of the average 
civilian find time to devote to even- 
ing study and research. 

The offices and lecture rooms of 
Pace Institute, Washington, are 
conveniently located in the heart of 
the down-town business section, ad- 
jacent to many of the new Govern- 
ment buildings which have recently 
been erected, just north of the Capi- 
tol. Many of the classes are held 
in the late afternoon for the accom- 
modation of those Government 
workers who are desirous of attend- 
ing school before returning home. 
Regular evening classes are also 
held as in the other schools giving 
the Pace Courses. 

On my first visit at a regular class 
session I was struck by the great 
number of women enrolled in the 
group. In one class that I recall, 
there are more women than men 
regularly enrolled as_ students. 
These women are doing a variety 
of work in various Government de- 
partments. Many occupy respon- 
sible executive positions; others are 
clerks and stenographers. They are 
all, however, alike in their anxiety 
to utilize to the utmost their spare 
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time and secure advanced profes- 
sional training. 

In several of the Government de- 
partments, which have grown al- 
most over night from one office 
with a half dozen clerks to a point 
where they occupy thousands of 
square feet of floor space in huge 
new buildings, women are doing 
practically all of the work. The im- 
portant nature of the work requires 
that the women employees shall pos- 
sess more than ordinary ability and 
training. As a result of this, it is 
not unusual to find an entire de- 
partment made up largely of women 
with normal school or college edu- 
cations, and several years of teach- 
ing or business experience. Natu- 
rally, evening study of professional 
business subjects has an especial 
appeal for these women. 

There is a distinctly military air 
about the Washington School. As 
I have said, every class has in it 
students in uniform. The text at- 
tendants are all in the service. 

The students in the Washington 
School are not drawn from one par- 
ticular locality, but are from all sec- 
tions of the United States. They 
have all come to Washington with 
a common purpose. They are work- 
ing and studying that they may 
make themselves more efficient parts 
of the great Government machine. 
Many civilians and men in the ser-. 
vice will return to their homes 
changed as a result of their contact 
with people from other communities. 
They will take with them the knowl- 
edge that they have gained in their 
work and in their study, and it will 
help them to be more useful citizens. 


OT long ago, a Pace student 
told a story illustrative of the 
difficulties that a bookkeeper 

sometimes has in finding a classi- 
fication for an expenditure. This 
student was doing auditing work 
and noted that one hundred and 
eighty-five dollars was charged to 
“Packing and Shipping.” Because 
of the largeness of this amount for 
one shipment, he asked the book- 
keeper for an explanation. That in- 
dividual scratched his head and, 
after deliberation, said: “Ah, now 
I remember that! You see, one of 
our men was accidentally killed in 
the factory. The firm paid a part 
of the funeral expenses. When I 
received the voucher for entry, I 
was puzzled as to which account 
classification to use for the charge. 
After considerable thought, I de- 
cided that the best classification un- 
der which I could place it was 
‘Packing and Shipping.’” 


Personal HARRY C. McCARTHY, who for 


Notes 


the past year has done cost account- 
ing and auditing for the United 
States Food Administration, is now 
located as general accountant with 
the New Orleans Refining Com- 
pany. 


HARRY I. GORMAN, of Pace In- 
stitute, formerly connected with the 
Brooklyn United States Postal Ser- 
vice, has accepted a position as 
junior accountant with Alexander 
Aderer Company. 


CLARENCE HANSON, of Pace 
Institute, until recently connected 
with the Wilcox and Gibbs Sewing 
Machine Company, in Newark, is 
now in charge of the collection de- 
partment in Pace Agency for Place- 
ments. 


HARRIE I. WEINER, Account- 
ancy Institute of Brooklyn (Pace 
Courses), has severed his connec- 
tion with S. H. & L. J. Wolfe, in- 
surance accountants. Mr. Weiner 
is now in the employ of Dennis & 
Young. 


Pscé STUDENT 
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PAUL §S. KASTENBAUM, Pace 
Institute, Washington, D. C., for- 
merly employed by the Govern- 
ment in the Supply Division, has 


been transferred to the Depot 
Quartermaster’s Office at New 
York City. 


WILLIAM TEITELBAUM, who 
held a position with the New York 
Times as auditor of disbursements, 
has located with Moskin Brothers, 
Fifth Avenue, as accountant. 


E. E. LATHROP, who acted as au- 
ditor with the American Interna- 
tional Corporation, has accepted a 
position with the Pacific Develop- 
ment Company, at 78 Wall Street. 


D. E. MULHERN, Pace Institute, 
has accepted a position as junior ac- 
countant with the firm of Fedde & 
Pasley. Mr. Mulhern was formerly 
with Collier’s Weekly. 


GEORGE A. NAHSTOLL, Pace 
Institute, Washington, D. C., who 
was in charge of the project Market 
Business Practice of the Bureau of 
Markets, Department of Agricul- 
ture, and author of several bulletins 
on Agricultural Accounting, has 
joined the staff of Scovell Welling- 
ton, of Boston. 


GEORGE O. KNAPP, Pace Insti- 
tute, Washington, D. C., has been 
assigned, temporarily, to the Bu- 
reau of Markets, Department of 
Agriculture, to take the place of 
Mr. Nahstoll. 


ALEXANDER N. KOZMA has 
given up his position with the 
United States Rubber Company, 
and accepted another in the voucher 
department of the Air Reduction 
Company. 


PHILIP L. CLARKE, a former 
Pace Institute student, is now sta- 
tioned at Fort Slocum, New York. 
He hopes to be connected with the 
Air Service Bureau of the Aircraft 
Production Board in a short time. 


Accountancy-trained men and 


women—business scientists—are in unparalleled 
demand. Modern Business needs, and is constantly search- 
ing for, trained analysts, organizers, and executives—men and women | 
who have mastered Accountancy as a science. 


Problems of organization, systematization, and management await solution because of the shortage of trained 


man-power and woman-power—a shortage that is increasing daily. 


Accountants who can analyze business 


conditions, plan business procedures, and reason out business objectives are in wider demand than eyer before— 


they have a high market value. 


The Pace Standardized Courses in Accountancy and Business Administration develop men and women into 
accountants and executives who have a broad understanding of the principles and processes of Business as a science. 


Many Pace Students are partners in Accountancy firms. 
auditors, cost accountants, and general executives, in service here and overseas, 


war-time service now and peace-time opportunities later. 


Others are credit ‘managers, treasurers, controllers, 


Pace training prepares for 


The courses are available either by Extension through the mails or in Resident Schools (evening classes) in 
many of the large cities—_New York, Brooklyn, Washington, Newark, Boston, Buffalo, Cleveland, and Detroit. 


The Extension Course (which covers the same ground as the Resident Course) may be taken for a month’s 
trial instruction for $6, without obligation to continue. 


Send for a descriptive folder, specifying either Resident School or Extension instruction, and also for a compli- 
mentary copy of the notable 36-page booklet, ««Your Market Value.’’ 


WASHINGTON 
1004 F Street, N.W. 


Pace & Pace 


NEW YORK 


Hudson Terminal, 30 Church Street 
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BOSTON 
Tremont Temple 
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